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THE OUTLOOK 


Sentiment Disturbed—The “Plumb Plan”—Money and Capital— 
Public Utilities—The Market Prospect 








HE extremely sharp decline in the stock market has been due to a combination of 
bearish news and a very weak technical position. The unexpected move of the 
railway employees for co-operative control of the roads, practically by themselves, 

and the Government's vigorous effort to reduce food prices, together with the numerous 

strikes and the weakness of foreign exchange, would inevitably have caused some decline 

in any event; but the severity of the fall has been due to the previously over-extended con- 

dition of many buyers and the unduly high prices prevailing for various speculative issues. 
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 y HE “Plumb Plan,” according to its author, is based upon 
The Plumb the following considerations: 

Plan 1. The constantly rising cost of living to the consumer has 

far outstripped the purchasing power of the consumer's wage. 

2. With wages increased in all industries, the owners of capital alone have 
benefited. 

3. Labor realizes that further advances in wages at the expense of a cost of living 
exceeding that of the wage increase, are wholly futile. 

4. Increase in the productive power of human effort should be reflected equally 
in increased wages and decreased cost of living—not in increased cost of living. 

5. The cost of transportation is reflected in the cost of living-——an increase in the 
cost of transportation results in an increase in the price of all living necessaries, and, like- 
wise, a reduction brings a reduced cost of living. 

6. There can be Government purchase of railroads without depriving the owners 
of capital of their lawful rights, for the property rights which exist in railroads are based 
entirely on grants which the public made to the holders of such privileges. 

To remedy these conditions, labor proposes: 

That private capital be eliminated from the railroads. 

That the private owners receive for their securities Government bonds “‘with a fixed 
interest return for every honest dollar that they have invested.” 

That the “tripartite control”’ be established, in corporations which shall lease the 
roads and in which the public, the operating managements and labor shall be represented 
equally. 

That the public, the operators and the wage earners share equally all revenue in 
excess of the guarantee to private capital, by granting to the operators and the employees 
one-half the savings which are expected to be made by such a perfected organization, and 
to the public the other half as consumers, either by increasing service without adding costs 
or by reducing costs. 

* £ *# 
Much Current W E summarize the plan thus fully because much of the cur- 
Comment rent comment on it is based on partial misunderstandings. 
Misleading The plan does not require the sale to new investors of 4% 
Government bonds to pay for the railroads. The bonds would 


725 





726 THE MAGAZINE OF WALL STREET 


be given in exchange for railroad securities now outstanding. The*4% rate, though 
strongly favored by Mr. Plumb, would not be an essential part of the plan. 

The proposal is to give Government bonds in exchange for “every honest dolla:” 
that has been invested in the roads. It must be assumed that this somewhat hazy state- 
ment would necessarily simmer down to the physical valuation of the roads. The actual 
value of the roads would, according to Mr. Plumb, be determined by the courts. 

“Honest dollars” which were invested many years ago and have never paid any 
interest to their owners, could not justly be paid off now by Government bonds for the 
original amount. If the attempt were made to pay off these honest dollars with interest, 
the Government would get much the worst of the bargain. In cases of over-capitalization, 
market values have long since reflected the extent to which “‘water’’ entered into the secur- 
ities. In only a few cases are a company’s securities now quoted at prices above the 
honest dollars that have been put into the property, either in the form of original invest- 
ment or accumulated unpaid interest on that investment. 

There are only two practical ways for deciding upon the amount of Government 
bonds which would have to be given in exchange for outstanding railway securities: 

(1) An average of market prices over a period of years. 

(2) A physical valuation of the roads. 

Of these, the second would undoubtedly appeal more strongly to the labor element, 
as it looks upon market prices as largely fictitious. 

The security holders of many roads might well congratulate themselves if they got 
Government bonds, even at 4%, for the fair physical value of their roads at current price- 
levels. The main trouble, of course, would be about the fairness of the valuation. Prices 
of everything a railroad buys have about doubled since 1914, and a fair valuation would 
be based on present price-levels; but it might be difficult to get a valuation on that basis. 
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ON the whole, railroad security holders would be likely to 
The Main fare better from such an arrangement than the public 
Difficulty would, for the public would have to “hold the bag.”’ Interest 
on the bonds would have to be paid regardless, whether the 
roads earned it or not. And what would be earned under the “tripartite control”’ by the 
public, the operating managements and labor, would certainly be highly problematical. 
As clearly brought out in an article in this issue by Roberts Walker, labor itself 
promises nothing. Apparently the outlook would be for relatively high wages compared 
with other industries; for a considerable element of politics in all railway policies—-since, 
as the railway men explain with the greatest frankness, they control (possibly) 6,000,000 
votes; for less urgent effort toward increased operating efficiency; and for the retention 
in service of men who could not “make good” under private operation. 

New roads would probably have to be constructed out of Government money, and 
the political rivalry among different sections for such new lines can well be imagined. 
New “pork bills” would put the notorious river and harbor appropriations far in the shade. 

The outcome in Congress cannot be predicted. The Plumb Plan has plausible 
features, which will appeal to a considerable section of the public. It is not at all prob- 
able that it will be adopted in the present form, in view of the widespread opposition to 
Government control of the roads. If the public is opposed to Government control it 
should logically be still more opposed to labor control. But the Plumb scheme might 
have considerable influence on the legislation finally passed. 


+ + 


HE various disturbing factors above mentioned, together 

Money and with the stock market liquidation they precipitated, have 
Capital Outlook had the indirect effect of causing easier money rates. Less 
borrowed money, naturally, is required to carry stock at lower 

prices. Some buying of goods in business channels has been held back by a feeling of 
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uncertainty—although this slight check to the buying spirit is only a minor element in 
the situation. 

A much more important factor, however, is the check to the flotation of new secur- 
ities. New issues had been rapidly climbing—from only $68,000,000 in April to 
$371,000,000 in July. New incorporations, which in nearly all cases contemplate new 
issues of capital, jumped from $324,000,000 in February to $1,255,000,000 in June 
and $1,420,000,000 in July. These are domestic figures only. In addition, there were 
urgent demands from Europe for capital, with a number of bond issues actually floated. 
These large flotations have been checked, temporarily at any rate, by the disturbed state 
of investment sentiment, to the partial relief of the market for capital. 

The extremely high price level for commodities has also increased the demand for 
money—since it takes more. credit to carry goods at high prices than at low. On August | 
Bradstreet’s commodity index stood at 20, which compares with 17.22 for last March, 
a high of 19.16 for July, 1918, and 8.62 for June, 1914. It is probable that this 
sensational advance will be checked by the vigorous measures recommended by the Pice~- 
dent, and the growing demands for credit in business will thus be prevented from a fur- 
ther increase at any rate. 

The result has been a better supply of time money in New York than had previously 
appeared for some months, and slightly lower rates. We are inclined to expect this de- 
cline in money rates to go somewhat further, but relatively firm money conditions must still 
prevail, and money will again become scarce with any important renewal of excited bull 
speculation. 

One notable evidence of the scarcity of capital is seen in the sale of preferred stocks 
by two important Standard Oil companies. Heretofore Standard Oil has always had 
money enough to finance its own expansion without letting the public in. 
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HE bond market has drifted slightly downward, but so 

The Market slowly as to show plainly the strong resistance encoun- 

Prospect tered at the current low level of prices. Quotations are on a 

bargain level, and cannot stay there indefinitely, although no 

immediate reason for an advance is visible just now. Practically the same may be said 
of the high grade preferred stocks. 

The public utility situation has probably turned the corner, having got about as 
bad as it could get without actual suspension of service. The Federal Electric Railways 
Commission, which has begun its hearings, can hardly do otherwise than make recommen- 
dations favorable to the companies, since the situation is so plain that he who runs may 
read. 

Holders of railroad stocks have been greatly alarmed by the Plumb Plan and the 
threat of the employees to strike unless they receive a further wage increase this fall. 
There is no disguising the seriousness of the situation, but the fall in values which has 
occurred may well have discounted most of its effect. The property of the owners of 
railway securities cannot be taken away from them without due process of law, and Plumb 
himself says that the valuation of their property would be left to the courts. 

The most bearish feature of the railroad situation is the confusion of plans and 
general uncertainty. But the country must have railroads, they must be operated with 
reasonable efficiency, and their owners must be legally compensated in any changes that 
may be made. We believe it is a mistake to sacrifice the securities of the best companies 
at this time. 

After its sharp reaction, the industrial section of the market should be entitled to at 
least an important rally, and this will be facilitated by the easier money situation. There 
is even a fair possibility of a renewal of the bull market later. Stock Exchange loans 
have been reduced 15%, mostly because of lower prices, but in part because of scattered 
investment purchases for cash. There are many stocks which had only a moderate rise 
during the previous bull movement. These may now come forward more strongly. 


Tuesday, August 12, 1919. 








The Problem of Labor Scarcity 


Re-employment of Discharged Soldiers Progressing Satisfactorily— 
Bolshevism Has Little Hold on the American Workman—Causes 
of Labor Shortage—Mutual Tolerance Needed in Wage Negotia- 


tions. 


By Hon. W. B. WILSON 


U. S. 


Secretary of Labor 


Epitor’s Note.—The demand of railway workers for a great wage increase, accompanied 
by an expression of their pronounced preference for Government operation, brings the general 
labor situation even more acutely to public attention than before. Therefore, Secretary Wil- 
son’s views on the subject, as given to the public through this exclusive article, are of much 


timely interest. 


HE surplus labor situation in the 
United States at the present time is 
distinctly favorable. We have taken 

more than 3,000,000 men from our military 
and naval forces and have returned them 
to civil life, where virtually all have been 
placed in profitable employment. As the 


weekly quota of discharged men leaves the 
camps and ships they are being absorbed 


by industry and commerce. The process of 
readjustment from a wartime to a peace- 
time basis is being accomplished with less 
disturbance than even the most optimistic 
had looked for. It is true that strikes and 
lockouts are reported with more or less fre- 
quency, but these interruptions are for the 
most part local and the issues involved are 
capable of satisfactory adjustment. 

The problem of returning the discharged 
soldier to his job was one which we fore- 
saw and prepared for months before the 
signing of the armistice. Through the 
United States Employment Service we per- 
fected an organization that extended into 
every section of the country. The record 
shows that in the period from January I, 
1918, to June 30, 1919, 7,108,655 workers 
of all kinds were registered for employ- 
ment. Of the total, 6,446,294 were referred 
to positions and 4,955,159 were reported 
placed. A worker is reported as placed 
only after the service has received assur- 
ance, oral or written, from either worker 
or employer of placement. 

Placements were made of every kind 
of worker, from common and domestic 
laborers to high-salaried professional and 
technical workers. It was not uncommon 
for an $1,800 examiner to place a $15,000 
engineer or executive. The recruiting and 
placing of farm labor has been one of the 


special features of the work of the Federal . 
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employment service during the last year and 
a half. 

The above figures cerry encouragement 
when apprehensions are voiced as to dis- 
turbances threatening the stability of our 
institutions. The sound sense of the Ameri- 
can workingman will prevail against any 
dangers from within, as the strength of his 
arms repelled the onslaughts of the Hun 
hordes from without. 


Evil Forces Are Active 


But that does not mean we should blink 
the fact that forces for evil have been ex- 
ceedingly active in this country,—the In- 
dustrial Workers of the World and similar 
organizations of Bolshevik tendencies,—and 
they are ready and alert to carry on their 
activities whenever opportunity is favorable. 

From personal investigations which I 
made in the Middle West I found that 
wherever the legitimate evolutionary aspira- 
tions of the workers were given an oppor- 
tunity to develop, there the I. W. W. found 
no foothold; that it was only in the places 
where there was the iron hand of repres- 
sion on the part of the employer used upon 
the workers themselves that this peculiarly 
1evolutionary spirit found expression. 

The I. W. W. announced as the basis of 
their movement the philosophy that every 
man is entitled to the full social value of 
what his labor produces. That philosophy 
is purely of socialistic origin. It had its 
first exponent in Marx. It is also a phil- 
osophy that every individualist can sub- 
scribe to with thoroughness and with com- 
plete acceptance of the principle. Every 
man is entitled to the full social value of 
what his labor produces. The great dif- 
ficulty has been that human intelligence has 
not yet devised a method by which we can 
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compute what the social value is of any- 
one’s labor. No one can compute the value 
of another’s labor; no one can compute the 
value of the labor that is performed by the 
bank president, or the labor that is per- 
formed by the man with a pick and shovel 
in the ditch. Our intelligence has not yet 
devised a method by which we can com- 
pute it, and so, we have endeavored to make 
the computation by one of three processes: 
By the process of the employer using his 
economic power arbitrarily to fix the com- 
pensation of the workers; by the process of 
the worker using 
his collective 
power, arbitrarily 
fixing the com- 
pensation and im- 
posing it upon the 
employer ; and by 
the process of 
negotiation. 

It is the proc- 
ess of negotia- 
tion that the 
American labor 
movement has in- 
sisted upon for 
the bringing of 
the different ele- 
ments together 
and endeavoring 
to work the prob- 
lems out on as 
equitable a basis 
as the circum- 
stances will per- 
mit. 

Employers and 
employees have a 
mutual interest in 
securing the larg- 
est possible pro- 
duction with a 
given amount of 
labor, having due 
regard to the 
health, the safety, 
the opportunities 
for rest, the 
recreation and the improvement of the 
workers. These being safeguarded, the 
larger the amount that is produced, the 
larger will be the amount that there is to 
divide. If there is nothing produced, there 
will be nothing to divide. If there is a 
large amount produced, there will be a large 
amount to divide. Their interests diverge 
only when it comes to a division of what 
has been mutually produced, and if they are 
wise in these modern times, with labor 
realizing its importance in the defense of 
the country and the maintenance of the 
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country, instead of solving the problem by 
the use of the economic power on the part 
of the employer, imposing his will upon the 
worker, or the use of collective power on 
the part of the employees imposing their 
will upon the employers, they will sit 
around the council table and endeavor to 
work out the problem on a democratic basis 
that will secure to each all that he is en- 
titled to receive. 

Closely allied to the work of the I. W. W. 
during the past year, at least, there has 
been more or less Bolshevist agitation in the 
United States. It 
has not been to 
any great extent 
prevalent amongst 
the real workers 
of the country. It 
has existed prin- 
cipally amongst 
the “parlor coal- 
diggers” of our 
greater cities. I 
have no fear of a 
political revolu- 
tion in the United 
States. It may 
be possible that 
these “parlorites” 
may misguide a 
sufficient number 
of laboring men 
to cause local dis- 
turbances that 
will be annoying, 
but no one in the 
ranks of labor, 
whether he is 
classed as an ex- 
treme radical or 
an extreme con- 
servative, or any 
of the elements 
between these two 
will stand for 
Bolshevism for a 
minute when he 
knows what Bol- 
shevism itself 


WILSON 


stands for. 
The Labor Shortage 


We come now to the consideration of a 
phase of the labor situation which is the 
most serious problem we shall have to face 
in the era of industrial expansion that al- 
ready has set in, namely, a shortage in the 
labor supply. 

Prior to the European war we were re- 
ceiving 1,200,000 immigrants annually. 
There were 400,000 of them going back 
home after they came here, leaving us a net 
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increase to our population of 800,000 people, 
a very large percentage of them being above 
sixteen years of age and consequently being 
added to the working force. 

Naturally that increase in our population 
was not going out on the farms. They 
couldn’t go out on the farms because they 
were either peasants or wage workers of 
other countries and had no means to equip 
and live upon lands until they could get a 
return from them. They were forced to go 
into industrial fields. During the last five 
years, there has been a very small immigra- 
tion into the United States, but the number 
going out has just about equaled the number 
coming in. There are, therefore, approxi- 
mately 4,000,000 wage workers less in the 
country than would have been the normal 
case if there had been no European war 

In addition we have increased our activi- 
ties in shipbuilding operations. We had a 
few tens of thousands engaged in the 
building of ships prior to our engaging in 
the war. We have increased the shipbuild- 
ing organization so that we have approxi- 
mately 500,000 men engaged in shipbuilding. 
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There is likely to continue that large num- 
ber or nearly that number of workers in the 
shipbuilding operations. That, added to the 
4,000,000, makes 4,500,000 less workers to 
engage in the regular industries of the 
country. And that computation does not 
take into account that it is quite likely there 
will be for a year or more several hundred 
thousands still in the armed forces of the 
nation who prior to our entrance into the 
war were engaged in industry. 

Thus it will be seen that instead of having 
to deal with problems of social unrest aris- 
ing out of large scale unemployment we are 
much more likely to be faced with a con- 
dition of labor scarcity where we shall have 
to use with the greatest intelligence and 
efficiency the supply that is available. We 
may have strikes and lockouts and disputes, 
but there is nothing on the horizon to 
warrant forbodings of disaster. All that is 
needed is the application of common sense 
to each situation as it arises, a spirit of 
tolerance and give-and-take between em- 
ployer and employee in the settlement of 
their differences. 





SAVINGS NOT IN PROPORTION TO WAGES 


By JOHN J. PULLEYN, Chairman Committee on Amortization, Savings Bank 
Section, American Bankers’ Association 


EP!ITOR of THE MAGAZINE OF WALL STREET: 

There have been many elements which 
have contributed to savings deposits not in- 
creasing proportionately to the rise in wages 
and the cost of living. When we consider the 
demand on the surplus earnings of the public 
for the past two or three years, it is astonish- 
ing that the public has increased their savings 
at any rate. The whole-hearted way in which 
the American public entered the war is well 
reflected in subscriptions to Liberty Bonds, 
War Savings Stamps, and other Government 
Finance, as well as the contributions to various 
war activities. The American public is richer 
per person and has greater advantages than 
ever before, but it is so thoroughly imbued 
with a sense of discontent, which may be the 
natural reaction to war, that the ultimate re- 
sults are difficult to determine. 

There are economic and social forces that 
have been at work for decades which are only 
now being crystallized and having a serious 
effect upon our established regime. It is all, 
of course, the effect of the insidious propa- 
ganda such as Germany for years has been con- 
ducting. Power is always in the hands of those 
who are capable of using it. Whatsoever form 
that power takes, whether in money or mind, 
there is little difference exhibited. Dissatis- 


faction and discontent are established char- 
acteristics of a certain kind of people. Like 
the poor, the agitator will always be with us. 
Hence, under any regime, be whatsocver it 
may, we are bound to have conditions like 
those through which we are now passing. 

There is a solution to the problem, and to 
me it seems very simple. The great debts 
which we have incurred—the nation as well as 
the individual—can only be liquidated through 
saving, saving until it hurts. | We may not have 
the same objective for saving as we had during 
the war, but it is equally important. Economic 
and social stability depends upon the creation 
of a surplus by every factor and unit of our 
American life. Everyone should endeavor with 
all his might to become a capitalist. Every 
saver is a Capitalist, perhaps in a lesser degree 
than those who have a commanding position 
in our economic life, but nevertheless they are 
capitalists. The combined savings of wage 
earners throughout this country has greater 
power of capital than Rockefeller or Morgan 
individually may have. 

The demands for the surplus earnings of 
the ordinary savings bank depositor have taken 
up the differences between what was formerly 
saved and an increase in savings at the 
present time. 








New Points on Export Finance Bill 


Actual Procedure Under the Plan—Its Design and Scope—Not 
for “Big Business” Only—Comments and Criticisms Discussed 
—Would Organize Our National Credit Resources 


By U. S. SENATOR WALTER E. EDGE 


EDITOR’S NOTE.—Senator Walter E. Edge of New Jersey, who has evolved a practical 
plan for the solution of the great problem of financing our foreign trade, started his busi- 
ness career in boyhood without one dollar of capital; at the age of forty-five, he is now 
accounted one of the representative, successful business men of the country. In his candi- 
dacy for the Governorship of New Jersey, to which office he was elected, he was known 
throughout his State as a “business man with a business plan,” and he justified this descrip- 
tion by relieving New Jersey of its State debt and installing a model State budget system. 
In this article he explains the main features of the plan and comments on certain objections 
which have been raised. No subject is of more vital and timely importance to investors 
and business men, since our prosperity is now largely dependent upon the maintenance of 
our large export trade. 


HILE unwarranted delay in enacting proposed plan, in a nutshell. 


legislation for the promotion of the 
American export business might Any group 
prove disastrous, reasonable time for ade- 
quate consideration of this great subject has 


proved beneficial, 
in that it has 
evoked inquiries 
and some criticism 
on the measure I 
have introduced to 
this end, S. 2472 
now No. 100 on 
the Senate calen- 
dar. As a matter 
of fact, criticisms 
of the principle 
and the method 
which the bill pro- 
vides have been 
extremely fe w, 
and I believe may 
be easily met. 

In brief, this bill 
is designed to pro- 
mote the American 
export business 
through the financ- 
ing of impover- 
ished foreign pur- 
chasers by Ameri- 
can capital in such 
a manner that the 
American vendors 
can receive actual 
cash for their 
goods. This cash 


is to be supplied by American investors 
through the purchase of debentures issued 
against foreign collateral, 
vision of the Federal 
These are the object and the method of the 
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The proceedure, under the bill, is simple; 
men—manufacturers, ex- 
porters, financiers or general business men, 
as individuals or concerns—may form cor- 


porations with a 
minimum capital 
of $2,000,000 to 
engage in the for- 
eign commercial- 
finance _ business. 
Such corporations, 
to finance foreign 
purchasers of 
American export 
goods, may accept 
any _ satisfactory 
collateral for the 
goods, even a 
mortgage ona 
plant, if necessary, 
and against this 
collateral issue 
debentures. And 
the composition of 
such a corporation 
and every step in 
its transactions 
must meet the ap- 
proval of the Fed- 
eral Reserve 
Board. Through 
this plan billions of 
dollars will be 
made potentially 
available for the 
financing and the 


coincident rehabilitation of Europe. 

On collateral 
under super- will be promoted, 
Reserve Board. ployed at generous wages, the great Ameri- 
can merchant marine will be provided with 


American industry 


labor will be kept em- 
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cargoes, foreign discrimination and em- 
bargoes against American goods will be 
automatically precluded, the United States 
will be assured of permanent supremacy in 
the field of foreign trade, the fearful handi- 
cap of present exchange rates will be eradi- 
cated, and, finally, the ever-growing host of 
American investors will find still another 
profitable investment in which to place their 
money safely on remunerative terms. 

Apprehension, it appears, is entertained 
in some quarters that this plan has been 
evolved for the benefit of “big business,” 
whereas, on the contrary, it is designed 
primarily for the benefit of the smaller 
business man. The “big fellow” usually is 
able to finance himself; it is the “little fel- 
low” who needs help and the most enthu- 
siastic approval of my measure has come 
from concerns employing, say, 250 hands, 
or thereabouts, who are anxious to cultivate 
the foreign field, but for various reasons 
cannot do so at present. For instance, one 
such manufacturer, employing, I should say, 
200 men, writes me: 

“This is particularly interesting and per- 
tinent to us at this time, as the writer has 
been laboring with a proposition made us 
through the Roumanian government to fur- 
nish them agricultural machinery, for which 
they would give us in exchange their three- 
year bonds. After considerable effort to 
handle these bonds through our bankers or 
to get any endorsement of them by the Gov- 
ernment, we have been obliged to decline 
the business.” 

Here is a concrete case of the necessity 
for such legislation as I have proposed. 
Under my measure, these bonds, if satis- 
factorily guaranteed and if, above all, ac- 
ceptable to the Federal Reserve Board, 
would be accepted as collateral by a cor- 
poration formed under this bill and against 
them would be issued debentures for sale to 
the general public, the cash thus realized to 
be used for the payment of the exporter 
who now has been “obliged to decline the 
business.” 

The safety of such an investment would 
be assured through the fact that it was ac- 
ceptable to the Federal Reserve Board, and 
such assurance of safety would make the 
investment attractive. Nor would any 
guarantee or underwriting by the American 
Government be involved in the transaction, 
but merely such supervision as the Federal 
Reserve Board now exercises over domestic 
investments by American national banks. 

Another such correspondent cites to me 
the fact that a great, friendly government 
will not grant an import permit to foreign 
concerns anxious to ‘purchase his product, 
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and that a prospective customer under still 
another great, friendly government “has 
been trying time and time again to import” 
this American product, but that foreign 
government “will not allow him to send any 
money nor will they give him an import 
permit.” This latter is a double-edge em- 
bargo against American goods. Under my 
plan, however, it would be necessary merely 
to intimate that American exporters hardly 
would care to finance any government or 
customers in a country discriminating 
against any American goods whatsoever, 
and it is very safe to say that such em- 
bargoes would be lifted. 

The statement that this measure eventu- 
ally would contribute to the readjustment of 
the present abnormal exchange rates has 
been somewhat questioned, and I recently 
was asked on the floor of the Senate, in 
attempting to get the bill up for action, “to 
point out anywhere in the bill the provision 
where it will be possible to regulate foreign 
exchange.” 

I quote my reply from the Congressional 
Record. “There is no way to ‘regulate’ 
foreign exchange that I know of. I do not 
claim to be a financial student, except in a 
moderate way. There is only one way to do 
that, and that is through supply and de- 
mand, the equalizztion of debits and credits 
between the nations.” 

Is it not true that the regulation of 
foreign exchange is simply incidental, and 
not the prime purpose of the bill? my in- 
terrogator continued, and I answered that 
it is true. Exchange rates have reached a 
point where the foreigner cannot stand the 
strain, and until we so put him on his feet 
that he can do business for himself and so 
contribute to the reduction of the prodigious 
American credit balance this prohibitive 
handicap will continue. 

Right here, it may be said that some ob- 
jection has been raised to fiduciary privi- 
leges to be extended to corporations formed 
under this bill, but these privileges are not 
approved by the Federal Reserve Board, 
which endorses the measure very strongly, 
and I shall move to amend by striking this 
out when the bill comes to final discussion. 
Also, there is some question as to the mini- 
mum capital to be specified for such con- 
cerns, some persons claiming that $2,000,000 
is not sufficient and others averring that it 
is too much. It is not easy to fix an arbi- 
trary sum for a minimum, but on the whole 
I believe that $2,000,000 will be found to be 
as nearly satisfactory to both these ele- 
ments as any that can be devised, and this 
figure is approved by the Federal Reserve 
Board. 





GAMBLE IN GOLD 


As to the necessity for such action ana 
such legislation as I have proposed, there 
can be no question. I quote from one of 
scores of letters on the subject, this being 
from the president of the American Manu- 
facturers Export Association, representing 
over 1,000 of the average-sized manufactur- 
ing industries of the country, and not the 
large “trusts,” so called: 

“If Europe’s industries languish for lack 
of financing, we shall as a nation lose our 
best customer, and, what is worse, we shall 
witness a period of unrest and disorder 
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more serious than the world has ever 
known. To finance Europe now is to take 
out insurance for our own prosperity and 
tranquility. 

“The bill introduced by you in the Senate 
providing for foreign finance corporations 
offers the necessary government supervision 
for the organization of our national credit 
resources.” 

This article has been written to discuss 
questioning comments on the bill, and I 
therefore refrain from going into detail on 
its positive necessity and advantages. 





The Gamble in Gold 


How Gold’s Falling Value Pinches the Bondholder—The H. C. of 
L. Paid for the War—How the Dollar Can Be Stabilized 


By IRVING FISHER 


F, for each one of us, the rise of income 
were up to keep up exactly with the rise 
in cost of living, then the high cost of 

living would have no terrors; it would be 
merely on paper. But no such perfect ad- 
justment ever occurs or can occur. Out- 
standing contracts and understandings in 
terms of money make this out of the 
question. 

Consider a working girl who puts a hun- 
dred dollars in the savings-bank ‘in 1913. 
To-day, if shé has allowed it to accumulate 
at interest, she has $120. But when she 
tries to spend this $120, she finds that things 
cost nearly double what they did in 1913. 
Thus she gets for her entire $120 to-day 
much less then she could have bought for 
ner original $100 at the beginning. After 
five years of self-denial, where is her re- 
ward, her interest? 

She has been (without the intention of 
anybody) cheated out of all her interest 
and much, even, of her principal through 
the depreciation of the “dollars” in terms 
of which her savings-bank account has been 
kept! The bondholder is in the same plight. 
If he has been “living on his interest” the 
purchasing power of his principal has been 
decreasing, so that really, although without 
knowing it, he has been living on capital. 

Trust funds, philanthropic foundations, 
hospitals and endowed universities like 
Yale, have really lost almost half the value 
of their pre-war endowment during the 
war, for their funds were invested in bonds. 

Likewise the salaried men and the wage 


earners suffer—that is, the cost is borne by 
those with relatively “fixed” incomes. 

The kernel of the matter is that those 
who made the greatest sacrifices because of 
the war were not those who paid over the 
taxes but those having so called “fixed” or 
relatively fixed incomes. This great class 
—bondholders, salaried men and wage 
earners—have often had to sacrifice almost 
half their real income or purchasing power. 
This was their indirect tax and was far 
more burdensome than any direct war tax. 

Putting it another way: Because the 
Government could not raise all its revenues 
by explicit taxation or by loans out of real 
savings, it had recourse to inflation, just as 
in the Civil War, though more subtly. In- 
direct taxes are always better borne than 
direct, and even to-day the average salaried 
man doesn’t yet realize that he was the vic- 
tim of war finance. 

The truth is the war was largely paid for, 
not by taxes or loans, but by the High Cost 
of Living. The result is that the effort to 
avoid discontent of tax payers has created 
or rather aggravated the discontent over 
high prices. Every rise in the cost of liv- 
ing brings new recruits to the labor mal- 
contents who feel victimized by society and 
have come to hate society. 


Remedies 


What can be done about it? 

Many impracticable plans have been pro- 
posed. Secretary Redfield undertook to 
stabilize prices by arbitrarily fixing them. 
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He failed, necessarily. We might as well 
try to fix the sea level by pressing on the 
ocean, 

The real culprit being the dollar, the real 
remedy is to fix the purchasing power of 
the dollar. What good does it do us to be 
assured that our dollar weighs just as much 
as ever? Does this fact help us in the 
least to bear the high cost of living? We 
complain of the dollar, and justly, that it 
will not go as far as it used to. 

We want a dollar which will always buy 
the same aggregate quantity of bread, but- 
ter, beef, bacon, beans, sugar, clothing, fuel, 
and other essential things that we spend it 
for. What is needed is to stabilize or 
standardize the dollar just as we have al- 
ready standardized the yardstick, the pound 
weight, the bushel basket, the pint cup, the 
horse-power, the volt, and, indeed, all the 
units of commerce except the dollar. 

We tolerate our erratic dollar only be- 
cause the havoc it plays is laid to other 
agencies. If its victims knew the truth 
about the dollar it would be put in a strait- 
jacket at the very next session of Congress. 

The method of rectifying the gold stand- 
ard consists in suitably varying the weight 
of the gold dollar. The gold dollar is now 
fixed in weight and therefore variable in 
purchasing power. What we need is a 


gold dollar fixed in purchasing power and 
therefore variable in weight. 

But how, it will be asked, is it possible, 
in practice, to change the weight of the 


gold dollar? The feat is certainly not im- 
possible, for it has often been accom- 
plished. We ourselves have changed the 
weight of our gold dollar twice—once in 
1834, when the gold in the dollar was re- 
duced 7 per cent, and again in 1837, when 
it was increased one-tenth of I per cent. 
If we can change it once or twice a century, 
we can change it once or twice a month! 

And if we circulate paper representatives 
of gold exclusively, instead of including 
any gold coins, these monthly changes in 
the weight of the gold dollar can be made 
even more easily than the occasional 
changes made which history records. In 
actual fact, gold now circulates almost en- 
tirely through “yellowbacks,” or gold cer- 
tificates. The gold itself, often not in the 
form of coins at ail but of “bar gold,” lies 
in the Government vaults. 
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How to Stabilize the Dollar 

If gold thus circulated only in the form 
of paper representatives it would evidently 
be possible to vary at will the weight of the 
gold dollar without any such annoyance or 
complication as would arise from the ex- 
istence of coins. The Government would 
simply vary the quantity of gold bullion 
which it would exchange for a paper dollar 
—the quantity it would give or take at a 
given time. As readily as a grocer can 
vary the amount of sugar he will give for a 
dollar, the Government could vary the 
amount of gold it would give for a dollar. 

But, it will now be asked, what criterion 
is to guide the Government in making these 
changes in the dollar’s weight? Am I pro- 
posing that some Government official 
should be authorized to mark the dollar up 
or down according to his own caprice? 
Most certainly not. A definite and simple 
criterion for the required adjustments is 
at hand—the now familiar “index number” 
of prices. The Bureau of Labor Statistics, 
which now publishes an index number, the 
Bureau of Standards, or other suitable 
Government office would be required to 
publish this number at certain intervals, say 
monthly. 

That is, each month the bureau weuld 
calculate, from current market prices, how 
much would have to be paid for the com- 
posite basket of goods. This figure it would 
publish and proclaim; and this figure would 
then afford the needed official sanction to 
the Secretary of the Treasury to change 
the rating of the gold dollar—that is, to 
change the amount of gold which the mint 
would give or take for a gold certificate, 
and thus increase or diminish the purchas- 
ing power of that certificate. 

This plan would put a stop, once for all, 
to a terrible evil which for centuries has 
vexed the world, the evil of dislocating con- 
tracts and monetary understandings. All 
contracts, at present, though nominally 
carried out, are really tampered with as 
truly as if false weights and measures were 
used for delivering coal or grain. Busi- 
ness, now periodically disturbed by the 
pranks of our mischievous dollar, would be 
put on a securer foundation than ever be- 
fore; for the greatest and most universal 
uncertainty or gamble, all the more dis- 
astrous because unseen—the gamble in gold 
—would be removed. 





Fallacies of Plumb Plan 


Scheme for Government Ownership Based on Erroneous Figures— 
Operation of Railroads Would Cost $100,000,000 More 
a Year Instead of $400,000,000 Less 
By ROBERTS WALKER 


I’'resident, Chicago & Alton Railroad 


EpiroriaL Nore—For the purpose of obtaining the opinion of a representative railroad 
executive on the proposed Plumb Plan, a member of the editorial staff of the Magazine of Wall 


Street called upon Roberts Walker, president of the Chicago & Alton Railroad. 


Mr. Walker, 


who is also a prominent attorney, has been actively identified with railroad management for a 
number of years and owing to his familiarity wth operating problems, his remarks are of un- 


usual interest. 


tain brotherhoods of railway em- 
ployees, tenders this offer to Mr. 
Average Citizen: 

“The State will buy your house at its 
own price, give you a one-third voice with 
your housekeeper and servants in running 
it, and let you pay rent for its use. If the 
rent proves to be too much, the State and 
the help will share the excess. If it’s 
too little, you, Mr. Average Citizen, will 
make up the deficit in taxes. And by the 
way, you understand you have only a one- 
third vote on the wages the help will get.” 

Such is actually the Plumb Plan. The 
nation is to buy the railroads at a price 
which would probably prove to be less than 
the investment actually represented (earn- 
ing power and going concern values being 
ignored) ; is to place them in control of a 
board selected one-third by the President 
to represent the public, one-third by the 
operating officials and one-third by the em- 
ployees; and is to divide any surplus be- 
tween the nation and the employees, or to 
meet any deficit by taxation. The operating 
staff and the operatives are to have two- 
thirds control. 

To be sure, the Interstate Commerce 
Commission is to have a function: to find 
the funds for this Soviet two-thirds to 
spend. If the commission’s rates don’t earn 
enough to pay the wages and other costs 
fixed by this eminently disinterested two- 
thirds, why then, says Mr. Plumb, “the 
power of the Government to adequately 
tax the people to support the Government 
in the performance of its functions is un- 
doubted and absolute.” 

Comparative Tables 

Mr. Plumb’s estimates under his scheme 

for reducing rates compare as follows with 


as E. PLUMB, counsel for cer- 


the actual conditions now existing (000,000 
omitted). 


Present 
Facts 
$5,000 
4,500 
$500 
90% 


Plumb 
Plan 


Operating Revenues ....... $4,000 

Operating Expenses 

Net operating Revenue . 

Operating Ratio 

Fixed charges on U.S. 
Bonds issued to buy rail- 


..-$1,200 


900 


“Standard return” ......... 
Surplus 
$400 


Total discrepancy $880 


No suggestion is made as to how this 
heavy minus is to be turned into a heavier 


plus. True, it is said that competitive 
traffic soliciting and inter-company book- 
keeping will be abolished. Much of this 
has been abolished (as far as expense to 
Uncle Sam is concerned) by the Director 
General, but no outstanding saving in gen- 
eral expenses has resulted. In fact, we find 
W. G. Lee himself complaining because he 
thinks general expenses on some Western 
roads have been increased through the 
Director General’s orders. 

Nor should we overlook the cost of 
Director Generalities themselves, meaning 
the central offices and officials at Washing- 
ton. To expect two-thirds of a board of 
directors, themselves operating the prop- 
erty, to be sparing of salaries and wages 
merely because they can fire a few hundred 
traffic solicitors and bookkeepers is expect- 
ing an astounding change in human nature, 
the preliminary symptoms of which are not 
evident in the current attitude of the 
brotherhoods. 


(735) 
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Certain figures set forth in this remark- 
able proposal are worthy of examination, 
if only to emphasize its essential financial 
unsoundness. It is assumed, for example, 
that $18,000,000,000 of Government 4% 
bonds can be floated (exempt from income 
tax) at par. Considering the labor and 
patriotism required to sell much smaller 
amounts of Liberty bonds, and the fact that 
this new bond issue will be “secured” by 
such prospects of future management as to 
frighten rather than invite investors, the 
probability that any such amount of such 
bonds can be floated is highly problematical, 
to put it gently. There is no great patriotic 
appeal in a plan to hand the best railroads 
in the world over to a directorate of their 
employees. 


Figures Show Increase 


Again, it is asserted that “the public is 
now charged rates to guarantee the roads 
614% on their money.” The largest per- 
centage ever earned on property invest- 
ment, according to Interstate Commerce 
Commission statistics, was for the calendar 
year 1916, and was 5.8%. The average for 
the preceding five years was 4.56%. Mr. 
Plumb says the money to purchase the 
roads could be had at 4%, and would save 
$400,000,000 per year. Even if it could, 
the saving would, on his formula, be not 
the difference between 614% and 4%, but 
between 4.56% and 4%, and would be one- 
fifth of Mr. Plumb’s alleged saving, or only 
$80,000,000 per year. As he next provides 
for a 1% annual sinking fund, or $180,- 
000,000, the actual program would cost 
about $100,000,000 more per year, instead 
of $400,000,000 less. 

On top of this, passenger rates are to be 
reduced 50% and freight rates 40%. This 
would work out about as follows: 
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Freight revenues 
Passenger revenues 
All other 


Operating revenues 
Operating expenses 


Deficit 


4,500,000,000 
$1,400,000,000 





It seems fair to include operating ex- 
penses at current figures, as the Plumb 
Plan nowhere suggests reducing wages and 
the other alleged savings are partly already 
in force, as has been shown above, and 
partly problematical if not chimerical. 

What Does Labor Offer? 

The most pregnant fact about the Plumb 
Plan is its careful silence as to what labor 
will give, in return for getting control of 
the railroads. The key-words of the Plumb 
Plan are democracy, service, public interest 
These ideas require, among other things, 
uninterrupted railroad service and settled 
conditions of transportation. 

But vain will be the search, in the Plumb 
Plan or in the testimony of its protagonists, 
for any suggestion that the railroad 
workers agree not to strike, not to tie-up 
the roads or single roads, not to appeal to 
Congress for further favors, not to use 
their vast powers as a threat to wrest 
further concessions from the. electorate. 
They do not agree to any discipline what- 
ever, except as to wages, where their own 
board of directors is the final court of 
appeal. 

In fine, they are willing to allow every- 
body else to be good American citizens, as 
long as they are themselves in undisputed 
power over the railroads. But they do not 
even hint that they, too, will be subject to 
the dictates of co-operation and uninter- 
rupted service that are the fundamentals of 
public utilities in a democracy. 


WRITE YOUR CONGRESSMAN OR SENATOR 


Every reader of THE MAGAZINE OF WALL STREET should write to his 
Congressman or Senator at Washington demanding fair treatment for railway 


security holders and for the public. 


Billions of these securities are in the hands 


of Savings Banks, Trust Companies, Insurance Companies, and small investors. 
While the cost of living has doubled, these securities have declined. The railway 
employees should have justice done them—but so should the security holders. 
Demand your rights if you expect to get them. 





The Case of the Cautious Investor 


Eighth Article in the Series “Financial Independence at s50”—The 
Field of “Ultra-Conservative” Investments Discussed— Mortgages 
Versus Bonds—Guaranteed and Real Estate Mortgages— 
Equipment, Terminal and Other High Grades 


By VICTOR DE VILLIERS 


VERY broad class is included under 

the heading of this article. Cau- 

tion and fear are both vices and 
virtues, depending upon their application. 
We hope to instil a wholesome fear of in- 
vesting without investigation, and to throw 
some light on the more conservative types 
of securities that the newest and most 
timid investor need not be afraid of. 


Mortgages—The Old Guard 

The old-school investor whose strong 
box is lined with a diverse assortment of 
titles, title guarantees, mortgages, tax re- 
ceipts and trimmings, which he fondly re- 
gards as the only conservative investment, 
vielding “five per cent and safety,” might 
think over the historic and sad case of that 
still shrewder investor who through skillful 
legal manipulation lost his capital, interest 
and reputation to boot, and caused his name 
to become a by word in investment circles 
through the ages. We refer to the case of 
Shylock v. The Merchant of Venice et al. 

The possibility of ultimate trouble can- 
not be eliminated entirely from any mort- 
gage. Eventual liquidation of the debt is 
not always accomplished with ease; lawyers 
and foreclosure proceedings are expensive, 
and it is at least unpleasant to figure as Mr. 
Creditor v. Poor Mr. Debtor: the latter 
being always the “victim whose home has 
been sold over his head.” 

Capitalists, bankers, trust companies, 
real estate operators and others in that 
class may find it expedient and even ideal 
to own real estate mortgages. It is difficult 
to handle bulky real estate transactions for 
cash, and in the mortgage will often be 
found a large part of the profits, tied up for 
an indefinite period. It is often the case 
that present day large mortgages represent 
losses which have never been allowed to 
materialize. Fortunately for their pos- 
sessors, real estate is now more active and 
rising, although this is an outcome of 
chaotic world conditions rather than nor- 
mal developments. 

There may be some advantage in real 
estate mortgage investment, such as non- 
fluctuating quotations for the security held, 
but even this feature is artificial, since 
there are no quotations, no ready market, 


poor negotiability, and a depreciated col- 
lateral value when the owner needs some 
capital in a hurry. The great advantage of 
being able to turn over his capital to the 
best advantage at opportune times is mostly 
lost to the mortgage investor. 

The Value and Working Value of Mort- 

gages 

Let it not be understood that real estate 
mortgages are not sound investments. 
They are both sound and ideal in certain 
cases, and the owner of actual property 
who sells—especially at a profit—can hardly 
find a surer means to ultimate independence 
than by accepting about seventy-five per 
cent. of his cost price in a first mortgage 
at a fair rate of interest. The writer does 
not, as a rule, favor independent invest- 
ments by outside parties, not thoroughly 
familiar with the real estate field, in these 
mortgages. 

Investors who, in spite of the handicaps 
indicated are partial to them, should con- 
sult responsible bankers who have held that 
position for several years in the locality 
where the property is. Such bankers know 
their field to their finger-tips, and can also 
advise to advantage in the case of purchase 
and sale. Responsible and well established 
real estate brokers are also qualified, but in 
this case partiality or prejudice may be a 
factor; also the broker makes nothing if 
no business results. The principle of caveat 
cmptor (“let the buyer take care”) is too 
large an ingredient in brokerage trans- 
actions for the average investor or buyer 
to treat with levity. 

Those who already hold mortgages, 
either by accident, choice or compulsion, 
need not allow their documents to become 
moldy or their capital idle through this 
circumstance. Most investors who enjoy 
any kind of prestige or credit with their 
bankers will not find it difficult to persuade 
the latter to shoulder a part of the load by 
loaning a substantial amount on the security 
of the mortgage documents.. The amount 
thus loaned can often be used to better 
advantage in the purchase of higher-yield 
or more active bargain-securities. : 

What shall be bought with the funds? 
That must depend upon the candidate for 
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Financial Independence at 50. Obviously, 
the only excuse for borrowing, and the 
physical (and mental) trouble involved 
should be some profit, with added security. 
THe Macazine oF WALL Street is often 
called the “Bankers’ Bible,” and one need 
only turn over its pages for a mine of in- 
formation of this, as well as every other 
financial subject. 


Equipment Trusts 


In this connection, page 854 of the March 
16, 1918, issue contained an article, “The 
Bond with the Pawnbroker’s Grip,” which 
discussed some ultra-conservative bonds 
whose title is truly descriptive of their 
character. These equipment trust bonds, 
which yield from 5.5 per cent. to 7 per 
cent., furnish about the highest type of 
security consistent with a reasonable yield 
that I know of. They also have the great 
advantage of being listed on the leading 
exchanges, wide saleability, and a stable, 
non-fluctuating market that would cause no 
concern to the most timid of fearful—or 
shall I say “conservative’”—investors. 

There is no reason why the hapless 
owner of a compulsory 5 per cent. mort- 
gage should be compelled to forego the 
advantage of investing a part of his funds 


at a higher rate, with no added risk of 
endangering capital or losing interest. It 
will pay such investors to look over their 
file of magazines and again become familiar 
with the “Three-Ball-Bonds.” 


Institutional Bonds 

I find also on page 474 of the July 5, 
1919, issue an analysis and selection of gilt- 
edge bonds and short term issues particu- 
larly recommended for the requirements of 
trustees, institutions, bankers and others 
who seek as high a yield as is consistent 
with extra safety in handling the funds of 
others. This selection appears to be on 
the bargain counter at any price below a 
5 per cent. yield, and in normal times is 
not available even at that figure. Yet the 
timid investor can now buy these bonds, 
which may be safely described as “trustee 
securities,” to yield from 5%4 to 64 per 
cent. and sacrifice nothing in the way of 
safety compared with all average real 
estate mortgages, which do not possess the 
manifold advantages pointed out. The in- 
vestor in these bonds can choose the par- 
ticular kind of Debtor he wishes to do 
business with, ranging from Governments, 
Railroad Systems and Telephone Com- 
panies, to the Steel Corporations, Gas Com- 
panies and Pork Packers. He can also 
dictate the term of the loan by purchasing 
a maturity ranging from 1920 to 1995. The 
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latter would be “perpetual,” so far as the 
lender is concerned. 

Finally, if they are considered good 
enough for trustee funds, trust companies, 
financial institutions and banks, they should 
suit the individual investor, no matter how 
conservative. 


Lending on Railway Terminals 


If I should ask any conservative investor- 
friend how much he would lend on the 
Chicago Union Station, he would probably 
think it a poor joke, and offer to loan all 
he had at 5 per cent. The joke would be 
on the investor, as I would accept his offer 
and pocket the difference of nearly one-half 
per cent. by buying Chicago Union Ist 
4%s of 1963 at 85. 

Similarly the Southern Pacific Company 
and the ’Frisco System is able to do busi- 
ness with any conservative investor to the 
extent of about $25,000,000, pay 514 per 
cent. for the accommodation and give a first 
mortgage maturing in 1950, on their joint 
valuable terminals in San Francisco and 
Oakland, Cal. They would throw in for 
good measure eleven miles of joint rail- 
road, 320 acres of land in San Francisco, 
and 420 acres of other valuable property 
essential to theit business welfare. In 
case the investor doesn’t like dealing with 
these systems or in their territory there are 
a number of attractive (and, I should say, 
essential) terminals available as security 
from St. Louis, Mo., to Wabash, Ind., to 
yield from 5% to over 8 per cent., as in the 
case of St. Louis Southwestern 1st & Unif. 
5 of 1952 around 64. 

The credit of roads vary and their earn- 
ing power fluctuates, hence the difference 
in prices. But the owner of their bonds is 
in no worse position than the possessor of 
a real estate mortgage, whose creditor is 
in a bad way, the real estate market “slow” 
and money very tight! 

“Railway Terminal Bonds” is the in- 
teresting article on page 391 of our June 
21, 1919, issue, which tells more about the 
why and wherefore of these very attrac- 
tive securities. 

The writer prefers these to real estate 
mortgages, in spite of their tendency to 
rise and fall somewhat with the fortunes 
of the roads involved. All, except the St. 
Louis Southwestern Ist 5s, are regarded as 
gilt-edge; and without exception they are 
securities of the most liquid character from 
the point of view of sale, pledge and ex- 
change. 


Guaranteed Stocks and Tax Relief 
There is still another class of security 
that possesses certain features that may he 
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desirable for those who have the present- 
day misfortune to have too much income; 
and have to hand over from 20 to 70 per 
cent. to the government. The owner of 
Guaranteed Stocks is able to save a con- 
siderable portion of his income if he is 
prepared to accept the low return usually 
available on this class. A guaranteed stock 
is the type where dividends are guaranteed 
by a lease, from 99 years to perpetuity, 
at a fixed minimum annual rate, by some 
larger railroad or corporation, to whom the 
leased property is indispensable. Guaran- 
teed stocks are usually free from personal 
property tax in the state where the com- 
pany is incorporated. They are also free 
from the Normal Federal Income Tax, 
which amounted to 12 per cent. in 1918. 
The saving of income is apparent from the 
following: 
Income 

tax on guar- 
anteed ee 


Income tax on 
taxable bonds 
$180 


Income 
$5,000 
10,000 830 110 

11,030 5,510 
35,030 23,510 
703,030 583,510 


It requires no great knowledge of mathe- 
matics, and does not involve disclosing per- 
sonal affairs to find out how guaranteed 
stocks will affect the individual reader. 
Guaranteed stocks give a very low yield, 
ranging from 4 to 5 per cent., but are not 
widely marketable nor often quoted, as the 
capitalization of the companies concerned 
is small, and their stocks usually held 
tight by investors. Undoubtedly any 
readers with an income of $100,000 or 
more will be sufficiently interested to make 
further inquiry. It is doubtful if the 
average investor would care to carry more 
than a small percentage of guaranteed 
stocks among his investments, but I believe 
the facts are worth presenting. 

Guaranteed and Other Mortgages 

There is a further security, strictly 
within the real estate mortgage class which 
is well worth the investor’s attention. 

These are real estate mortgages that are 
“made-to-measure,” so to speak, in the 
sense that all details have been cut and 
dried by a responsible banking house, a 
large conservative mortgage made on 
approved real estate, which is then cut up 
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into $1,000 (or higher) certificates of 
ownership. The various investors look to 
the issuing corporation to take care of all 
details, pay their interest, keep the debtor 
up to his obligations, and apply the screws 
when the time comes to pay. These mort- 
gage certificates have been well and favor- 
ably known for many years and have re- 
lieved investors from the anxiety usually 
attendant upon the making of individual 
mortgages. The certificates have not, how- 
ever, been highly marketable. 

More recently, powerful banking groups 
like the National City Company have 
taken a hand in real estate financing, and 
a new kind of mortgage has made its 
appearance. Trinity Buildings 5% of 1939 
is available in $1,000 and $500 denomina- 
tions, sponsored by this bank and the Guar- 
anty Trust Company of New York. This is 
a first mortgage on $7,000,000 of property 
that cost $16,000,000, and now assessed at 
$11,200,000. Trinity Buildings earns 
$300,000 after payment of interest, taxes 
and all charges. The property is one of 
the most valuable in New York, and can 
hardly depreciate. The specialist in real 
estate could hardly place money to better 
advantage, and the private investor can 
make comparisons with his own trans- 
actions. Add to this the saleability of in- 
vestments in this mortgage. 

Trinity Buildings 5%4s represent the 
“made-to-measure” mortgage which elimin- 
ates the broker, lawyer, banker, title- 
searcher and all others who have made 
mortgage-investment a tedious affair. You 
can buy and sell this type with more ease 
than the housewife does her Saturday 
shopping nowadays. 

Last, but not least, comes the “guaranteed 
mortgage” sold by a few responsible and 
old-established firms who not only invest 
en bloc in real estate with their own money, 
and divide up their mortgage for indi- 
viduals, but also give their own guarantee 
of the safety of capital, or interest, and in 
some cases both. Needless to add that this 
type is considered very conservative, though 
careful inquiry is necessary before pur- 
chasing a certificate, and legal opinion is an 
added precaution on the question of the 
guarantee. The writer would not hesitate 
to deal with the responsible corporations 
in this form of security. 





THOUSANDS OF OTHERS HAVE DISCOVERED 
THE SAME THING 


“The more attention I give to your magazine and your suggestions the more real 


benefit I get from them.’—S. C. H., Penna. 





Leading Opinions 


About Financial, Investment, Banking and Business Conditions 


“No Cheap Money This Year”— 
Chicago National City Bank 

That the great business activity of this year 
means the end of cheap money for some time 
to come is the prediction of the National City 
Bank of Chicago in its August financial letter. 
In support of this prediction are cited the 
great export trade, the revival of the steel in- 
dustry, and the continuance of an active de- 
mand in spite of increasing prices. The bank 
states that the needs of the war-wrecked dis- 
tricts of Europe will be controlling factors in 
the money situation, but expresses its confi- 
dence in the ability of the Federal Reserve 
Board to handle these problems as they arise. 
In part the statement says: 

“It is apparent that the era of cheap money 
has passed for 1919 at least. The whole coun- 
try is absorbing more money because the vast 
volume of trade that is being handled at the 
present scale of prices requires an exceptional 
amount of funds in the daily routine of or- 
dinary commerce. Notwithstanding our strong 
bank position it must be remembered that the 
financial demands of the war-wrecked area 
will be the governing factor in our money 
markets for some time to come. The Federal 
Reserve Board has the situation well in hand, 
however, and it is apparent that steps will be 
taken to avert, if possible, the money market 
complications which inevitably arise when the 
public is heavily interested in a spectacular 
stock market campaign. The banks every- 
where are seeking to provide for the commer- 
cial borrower first of all, giving him the pref- 
erence in all periods of competitive borrow- 
ing.’ 


Loomis Attacks 
Rail Union Plan 

Loss of efficiency and confusion in the man- 
agement of the railroads was predicted by 
President E. E. Loomis, of the Lehigh Valley 
R.R., if the union plan for Government owner- 
ship of the railroads went through, in a state- 
ment printed in a New York newspaper. Mr. 
Loomis also said that all of the other plans 
submitted to Congress had some good points 
about them, and that the Senate was well 
qualified to consider them because of the in- 
tensive study of the railroad question, which 
that body had been making for the past year 
and more. 

“The plan of the Brotherhood leaders means 
Government ownership with labor organiza- 
tions as partners without liability, which will 
work out to a sacrifice of efficiency and result 
in hopeless confusion,” said Mr. Loomis. “As 
to what steps should be taken by the Govern- 
ment, this matter is now before the United 
States Senate and I believe they are fully com- 
petent to handle this problem. They have had 
several plans, all containing good points, sub- 
mitted to them and have been making a very 
careful study of the matter for a year or 
more. 





Mitchell Reassures 
Rail Stockholders 
Holders of railroad stocks have no reason 
to be alarmed at the proposals made by the 
railroad brotherhoods for Government owner- 
ship, said John J. Mitchell, president of the 
Illinois Trust and Savings Bank, and a direc- 
tor of several railroads. He pointed out that 
the Constitution requires that a fair compen- 
sation be paid to owners of private property 
taken over by the Government, and that ac- 
cordingly confiscation was out of the question. 
Speaking of the marked effect of the uncer- 
tainty as to the railroad situation, he said: 
“The radical proposals of the railroad 
unions have given professional traders a 
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chance to depress prices of stocks, but I doubt 
if the real investors in railroad shares are 
much alarmed. Under the constitution, pri- 
vate property cannot be taken for public use 
without a fair compensation being paid to the 
owners; and any bill which Congress might 
adopt to put Government ownership of the 
railroads into effect would have to provide for 
adequate compensation in order to meet the 
requirements of our basic law. 

“The current application of the railroad 
brotherhoods for another increase in wages is 
an interesting commentary on what would 
happen in event the railroads were acquired 
permanently by the Government. The brother- 
hoods have met such complete success in every 
attempt to secure increased wages from the 
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Government that they are emboldened to ex- 
pect still further concessions. But so far as 
owners of railroad securities are concerned, 
the problem is relatively simple. Either the 
Government must hand the properties back to 
their owners on a fair basis of income which 
will permit of a fair return on the investment, 
or the Government must buy the properties at 
a reasonable -price.” 


“Roads Will Accept Equipment 
Corporation”—Cuyler 


The proposed National Equipment Corpora- 
tion for the financing of railroad equipment to 
be acquired by the roads on their return to 
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MISTER PRESIDENT, THERE’S AN- 
OTHER AUTOCRACY TO LICK 


“HEY, 


private ownership has the approval of the As- 
sociation of Railway Executives, Chairman 
Thomas DeWitt Cuyler announced. He de- 
clared that the railroads which have already 
expressed their assent represent 70 per cent 
of the value of the equipment allocated to 
roads belonging to the Association, although 
some of the stronger roads could finance them- 
selves independently of the national equipment 
combine. . In part he said: 

“For some time we have had under consid- 
eration with the Government the formation of 
a national equipment corporation, to take up 
and finance in a single operation a large part 
of the equipment contracted for by the Gov- 
ernment, and allocated by it to the various 
railroad companies. Some time ago we sub- 
mitted to the roads belonging to this associa- 
tion the report of a committee of bankers on 
a proposed national equipment- corporation. 
Our member roads having equipment valued 
at approximately $250,000,000 have signified 
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their willingness to finance this through this 
proposed national equipment corporation. The 
participation already assured represents over 
70 per cent of the value of the equipment al- 
located to roads belonging to this association. 
The matter has been referred back to the spe- 
cial committee on allocation and financing of 
equipment, which has been empowered to ne- 
gotiate the details and arrangements necessary 
for the formation of the proposed national 
equipment corporation. The facts of the situ- 
ation have been communicated to the Govern- 
ment, which is understood to be ready to ne- 
gotiate the matter to a conclusion. 

“The railroad companies have made every 
effort to co-operate with the Government in 
this matter, and many of the strongest rail- 
road systems which could make thoroughly 
satisfactory other arrangements have, never- 
theless, elected to join in this general move- 
ment in the belief that relationship with the 
Government will be simplified and that the 
general railroad situation will be benefited by 
such co-operative action. 


Warburg Would Restore 
Railroad Credit 

The restoration of credit was the feature of 
the National Transportation Conference’s plan 
for the solution of the railroad problem which 
Paul Warburg, formerly vice-chairman of the 
Federal Reserve Board, dwelt on in a state- 
ment which he laid before the House Commit- 
tee on Interstate and Foreign Commerce. He 
declared that the aim of the plan was to make 
railroad securities attractive as solid invest- 
ments rather than as speculations. The public 
welfare would best be served, he said, if the 
difficult problems of taxation were not further 
complicated by a deficit due to railroad opera- 
tion. In discussing the conference’s railroad 
plan, he said: ‘ 

“It has been the consensus of opinion of 
members of the Conference that if private 
capital is to enter freely upon the venture of 
further developing the railroads, and if rail- 
road credit is to be re-established on a solid 
basis of genuine confidence, that 6 per cent on 
the final valuation plus a modest share in earn- 
ings in excess of this percentage would con- 
stitute the minimum required. The chances 
for profitable investments in other industries 
are so much more attractive that the offer of 
a lower return would be certain to defeat the 
very objects to be accomplished by remedial 
legislation. 

“In formulating this plan the Transportation 
Conference was guided by the thought that in 
order to attract capital for the future develop- 
ment of our transportation system it was 
neither desirable nor necessary to erect a 
structure of speculative investments, but rather 
to lay so strong a foundation for railroad se- 
curities that they would prove attractive to 
the investor on account of their solidity rather 
than on account of their speculative possibili- 
ties. 
“The plan does not propose to give railroad 
security holders much more than they get to- 
day; the increase in return necessary to bal- 
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ance the very delicately poised scales, when 
measured in dollars, is comparatively insignifi- 
cant. The benefits of the plan would result 
primarily from the better organic structure of 
the whole system and from the greater confi- 
dence that it would inspire. 

“Through the contemplated consolidations 
the inequalities of distribution of earnings and 
profits are removed and the rate-making prob- 
lem is simplified, greater clarity and a definite 
assurance are provided as to what once and 
for all shall be the return to which as a matter 
of acknowledged right private capital shall be 
entitled; and, finally, the machinery of the 
contingent fund is designed to give such solid 
stability to railroad credit that private capital 
may be expected to be satisfied with the pros- 
pect of an assured though not over-generous 
return—but one that promises to be free from 
the vicissitudes and uncertainties of the past.” 


Act Quickly to. Avert 
Disaster, Says Sabin 

Quick action by the United States is needed, 
not only to rescue Europe from its present 
critical situation, but in order to keep our own 
wheels of industry turning and our citizens 
from unemployment, says Charles H. Sabin, 
president of the Guaranty Trust Company, in 
a statement printed in a New York newspaper. 
The specific suggestion that he makes for 
remedying this situation is an extension of the 
principle of the War Finance Corporation, 
with some of its restrictions removed and the 
burden of credit and risk lifted off the shoul- 
ders of the American business man. As to the 
condition of Europe today he says: 

“T have been deeply impressed by the re- 
curring reports which come to us daily from 
authoritative sources concerning the critical 
condition of Europe’s financial affairs. They 
sharply drive home the lesson that this coun- 
try must act and act quickly, not only to save 
the business situation in other countries, but 
also in its interest, because of the extent to 
which we are involved in their affairs, and the 
absolute dependence of our prosperity upon 
their rehabilitation. Unless the United States 
can find foreign markets for its present highly 
stimulated production there will inevitably be 
a business recession in this country. 

“Their need is immediate and every day’s 
delay makes their situation more difficult. 
Their pressing needs are for food, raw ma- 
terials, coal and machinery. These can only 
be supplied to them through extension of 
credit on our part, as they have neither the 
gold nor the goods with which to make im- 
mediate payment. 

“Recognizing the importance of the problem 
presented to American business interests, the 
last Congress appropriated $1,000,000,000 for 
the extension of American foreign trade, and 
a the amount at the disposal of the War 

inance Corporation, but as it worked out, 
some of the restrictions placed upon the use 
of this fund have made its extensive employ- 
ment impracticable. The restrictions which 
limit the amount of these loans and specify 
that they can be made only through American 


THE MAGAZINE OF WALL STREET 


corporations upon their endorsement, throw 
the whole credit burden upon our home insti- 
tutions, which is not fair to them and makes 
them hesitate to take advantage of the offer. 
In my judgment, this law should permit the 
extension of credit to foreign buyers in good 
standing, with the endorsement, if need be, 
of foreign banks and foreign governments, 














From the World (London) 
IF ONE GOES, BOTH Go! 
and our Government should assume whatever 


credit risk is involved in the situation, which 
should be negligible.” 


“Europe’s Difficulties 

Temporary”—Hurley 
Europe’s position today is like that of a 
good customer who has suffered a sudden 
calamity, is still solvent, but needs some time 
and help to get on his feet again, in the opin- 


ion of Edward N. Hurley, retiring chairman 
of the Shipping Board, as expressed in an 
interview printed in a New York newspaper. 
He expressed his confidence that Europe 
would soon be humming with industry again 
if we helped her with credit, raw materials, 
and machinery, stating that in his opinion 
European labor had passed through the period 
of listlessness and was now ready to resume 
production. As to the present status of Eu- 
rope he said: 

“Europe is America’s biggest customer and 
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wants credit to tide it over a temporary finan- 
cial difficulty.” 

Mr. Hurley compared Europe to a good 
customer who has been burned out and re- 
quires credit, which will be turned in renewed 
business. 

“We've got to help her get going again. 
Sometimes you hear an American expressing 
fear for the terrible financial drain that Amer- 
ica faces in this respect, but there is no occa- 
sion for fear.” 

Mr. Hurley outlined the stages through 
which European labor passed after the war; 
how the workmen found they had lost inter- 
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est in their tools; how they wanted to gossip 
about the war instead of working. 

That condition is gradually disappearing, he 
said. 

“So there is real hope in the situation,” he 


added. “If we supply the raw material and 
the credit, Europe will be humming again in 
the way we, as well as themselves, wish to 
see.” 5 

“No Prosperity Here Without 

Loans Abroad”—Pierson 


Our present prosperity cannot be kept up 
unless we see to it that our European cus- 
tomers are strong enough financially to buy 
from us, said Lewis E. Pierson, chairman of 
the Board of Directors of the Irving National 
Bank of New York, in an address before the 
Denver Civic and Commercial Association. 
Unless steps in this direction were taken, he 
said, the present condition of prosperity which 
is largely based on war inflation, according to 
him, will go to smash. He described the pres- 
ent situation as follows: 

“We are still running along on the high 
level of war, a level of war prices, war infla- 
tion, war enthusiasm, and even war reckless- 
ness and extravagance. 
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“If our commercial and industrial activity 
is to be kept up,” Mr. Pierson declared, “foreign 
outlets for American products must not be de- 
stroyed by the creation of prohibitive condi- 
tions such as are indicated in foreign ex- 
change tendencies of the present time. 

“Unless we make it possible for our friends 
over yonder to buy from us without crippling 
themselves, we as well as they will suffer,” 
was a prediction made by the banker, 

“Our export sales will decrease, our present 
high power of production will diminish, our 
capacity to provide employment for our mill- 
ions will be impaired and perhaps, worst of 
all, we will have failed to justify the world’s 
entirely reasonable expectation of us.” 


“Europe Needs a 
Billion”—Breton 

That Europe would soon be on her feet 
again if America helped by supplying the nec- 
essary credit was the conclusion drawn by 
Albert Breton, vice-president of the Guaranty 
Trust Company, from a six weeks’ trip to 
France, where he met representatives of 
France, Italy and Belgium. In an interview he 
is quoted as saying that once the question of 
credit and the supply of raw materials and 
machinery were disposed of, Europe would 
soon find employment for all her workers. He 
estimated that the total credit needs of the 
three countries mentioned would be $1,100,- 
000,000. As to conditions in France, he ob- 
served: 

“The European countries look to the United 
States to supply credits for their urgent needs 
so that they may get started again on a com- 
mercial basis. The amounts needed by the 
different countries are not as large as one 
might think. France would need about $400,- 
000,000 within the next year for raw materials, 
machinery and other special purposes. She 
would like the credits as soon as possible. 

“Italy needs considerable foodstuffs for the 
next year. The Italians have been very ag- 
gressive in extending their business with a 
view to getting a grip on the Balkans, Near 
East and Oriental Europe. 

“Italy has already extended a credit of 
50,000,000 lire to Poland through a syndicate 
formed by the Italian Discount Bank. The 
credit runs for five years. 

“The French government is bound to play 
some part in the credits, inasmuch as the 
banks in France work closely wiffi the Bank 
of France so that the French government is 
expected to co-operate with the French insti- 
tutions. 

“To provide for their most urgent needs, 
Italy will need approximately $500,000,000 in 
credits from the United States, France about 
$400,000,000, and Belgium in the neighborhood 
of $200,000,000 during the forthcoming year.” 





Should Low Yield Corporation Bonds 
Be Exchanged? 


By R. L. ARMSTRONG 


EN years ago the average investor 

was content to buy bonds and 

doggedly held on to them until ma- 
turity unless ready cash was needed, but 
thanks to the educational propaganda car- 
ried on by financial magazines, investors 
are beginning to realize that they have a 
legitimate right as investors to make 
changes in their holdings as the occasion 
warrants. 

There is no secret in successfully invest- 
ing in bonds, provided the investor would 
exercise the same ordinary common sense 
that he uses in his every day business af- 
fairs. A successful stock market operator 
must have foresight and imagination and 
the courage of his convictions. Frequently 
when the news is “out” or some unusual 
condition is known to be affecting stocks, it 
is too late to take advantage of them, but 
not so with bonds which are slower to re- 
flect changing conditions. 

In 1916, when several railroads were in 
receivership and plans for their readjust- 
ment were presented, it was found that the 
plan of a re-distribution of securities was 
no longer on a basis of priority of lien, 
that is, a first mortgage bond would not 
fare better necessarily than a second, or 
even third mortgage, bond of the same 
system; but, in short, the bond in question 
had to stand on its own merits whether 
or not it was secured on property of strate- 
gic importance to the road or essential to 
the system’s operating economy. At that 
time the writer brought this point to the 
attention of the readers of this magazine. 
Certainly it was only a matter of old fash- 
ioned common sense and business judgment 
to dispose of such issues at that time. 


Time to Scrutinize Holdings 


Right at this time the investor is afforded 
an unusual opportunity to take inventory of 
his holdings in order to see if any advan- 
tageous exchanges could be made. It is a 
matter of common knowledge that Europe 
is sorely pressed for funds, to say nothing 
of the South American countries. Alread 
Sweden has floated a bond issue here, Bel- 
gium not long ago borrowed money through 
an acceptance credit and Switzerland is 
marketing its bonds here now. Canada 
ouly a few weeks ago floated a bond issue 
and it is reported that Denmark is also 
making inquiry for funds. 


These factors alone should appear to be 
of sufficient importance to cause the in- 
vestor to give considerable thought to the 
effect of competition of these foreign issues 
on the prices of our own corporation bonds. 
But there are other elements, too, which 
are of extreme importance and must be 
very carefully considered before one is able 
to intelligently consider his account. Each 
must be weighed and considered in the light 
of one’s own individuai requirements. 

But that is not all. Within the next two 
years Englafid has a billion dollar debt to 
refund. Ways and means of meeting this 
situation are frequently discussed and all 
agree that America will be called upon to 
refund most of these issues and also estab- 
lish huge credits in this country to enable 
Great Britain to pay for the goods we are 
so anxious to sell. Only a few days ago it 
was suggested that one way to solve Eng- 
land’s dual pioblem of refunding her debt 
and providing huge credits here would be 
to sell the millions of American securities 
belonging to Engiand, which are now here 
on deposit with us as collateral, for some 
of her bond issues sold in this country and 
which mature in the near future, one of 
which falls due this November. 

This thought was coincident with the 
sudden drop in exchange to $4.26 a pound 
as compared with $4.50 rate for the past 
few months and the normal rate of $4.86 
to the pound sterling. Truly, some drastic 
measures must be taken. Certainly it is 
not expected that America will buy from 
England to such an extent as to materially 
benefit or stabilize exchange. 


High Grade Issues Sold First c 


In my opinion the discriminating investor 
will give thi. possibility his most serious 
thought and at once ascerta:a, as far as 
possible, if any of his securities are a part 
of the issues which comprise this collateral 
on deposit with us. Because of high taxes 
and the prevailing high interest rates and 
commodity prices, it is entirely likely that 
a highest grade issues would be sold 

rst. 

But again it may be that sotne other 
plan will be put into effect yet. Even then 
it is the writer’s opinion that the investor 
would do well, generally speaking, to dis- 
pose of his corporation bonds tnot mu- 
nicipal, state or federal bonds) which yield 
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under 5 or even 5.25 per cent. This is 
rather bold advice, since investors have held 
on to these issues through the most trying 
times during the past four years and, now 
that the war is over, it would seem reason- 
able to suppose that the trend of bond 
prices should be in the main upward. 

Ordinarily the writer believes that when 
such a condition exists as at the present, 
that is, when long and short term issues 
are selling upon nearly the same high basis 
of return, it should be invariably more pru- 
dent to invest in the longer term issues re- 
gardless of the grade of security, but now 
the fundamenta! factors and influences gov- 
erning bond prices are in such a chaotic 
state that it is difficult to follow any rule 
in its broadest application. 

Aside from the possibility of foreign 
selling, let us briefly consider the other fac- 
tors controlling bond prices, particularly 
railroad bonds. Upon the favorable side we 
have long ferm railroad bonds selling rela- 
tively at very low prices and the growing 
feeling that when the roads are returned 
to their original owners Congress will ap- 
prove some plan which will tend to place 
railroad securities once more in favor. 
Also now that hostilities are over, it is the 
general feeling that interest rates and com- 
modity prices in the main will be down- 
ward, which of course makes for higher 
bond prices. 

This is a reasonable conclusion but the 
writer’s opinion is that this process will be 
slow and overshadowed so that its effect 
upon the high grade bonds in question will 
be practically negligible. Certainly all the 
big natioxs of Europe could not for four 
years give up everything constructive to 
further a campaign of destruction without 
causing inflation and high rates for money. 
Now a breathing spell is being taken and 
the process of construction fairly begun. 
This calls for stupendous sums cf money. 
Most assuredly commercial :..tivity cannot 
be had in a period of deflation and since 
Europe’s salvation hes in her ability to 
awaken industry it seems entirely probable 
that inflation will continue and, of course, 
this condition makes for high rates and 
commodity prices. 


Other Influences — 


On the other side we have overwhelming 
influences, which can be briefly enumerated 
as they will be for the most part readily 
understood. The high tax rate almost pro- 
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hibits large investors from purchasing non- 
tax free bonds which do not yield around 
6 per cent and, consequently, we have these 
people buying municipal and Liberty and 
Victory bonds, which are tax free. In con- 
sequence, large support of the standard 
high grade “rails” is withdrawn. Taxes, of 
course, should be less but within the next 
five years it is not expected that the taxa- 
tion scales will be materially revised down- 
ward, particularly since the government 1s 
apparently trying to make both ends meet 
without further bond issues. 

Again the Liberty 4%s due in 1928 at 
present prices yield about 4.90% while 
those due in twenty years are selling at the 
most attractive rate of return of nearly 
4:75%. Most assuredly investors of trust 
funds who formerly were large buyers of 
high grade “rails” are going to buy Liberty 
bonds when in the market. 

Here again is an interesting situation. 
Even with this support, it is entirely likely 
that the various Liberty (non-tax free 
issues) will sell off in price, yielding to the 
law of supply and demand. Liberty issues 
are most widely distributed and, with ad- 
vancing costs of living, people are selling 
their bonds in a steady stream. Another 
compelling reason for believing that these 
issues will sell lower in price and, therefore, 
have a sympathetic effect upon high grade 
corporation bonds is based upon the know- 
ledge that Liberty bonds to some consider- 


. able extent form a basis for stock market 


speculations, which have gained tremendous 
proportions and have been of such a wild 
character that the technical position of the 
market is decidedly weak. A falling market 
now would probably bring a flood of 
Liberty bonds upon the market to cover 
marginal requirements. 

With Canada, South America and prac- 
tically all Europe about to compete for 
funds in America, their various bond issues 
should ultimately sell to yield a very high 
rate of return and considerably out of line 
with their intrinsic worth purely. as a result 
of this bidding for our loanable funds. 
With this situation almost assured and the 
possibility of foreign selling before us, the 
feeling that interest rates are likely to re- 
main firm, taxes high and Liberty issues 
weak, it would seem that the holder of high 
grade rails would do well to seriously con- 
sider disposing of them in anticipation of 
taking advantage of foreign bonds which 
will, undoubtedly, be sold at most tempting 
rates of return. 
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BUYING EUROPEAN STOCKS 
A Profit in Foreign Exchange 


It seems to me that in view of the very 
considerable discounts of the exchanges of 
the leading European countries in terms of 
the American dollar, the American investor 
could buy a number of very attractive in- 
vestments of corporations in those coun- 
tries with great benefit. To take a concrete 
illustration. Supposing an investor buys an 
English preference railroad stock yielding 
7.5% on the basis of the London price. 
Sterling exchange is at a discount of about 
10% today in terms of the American dollar, 
so that the American purchaser would re- 
ceive the benefit of this discount in the yield 
and the aggregate yield would be more than 
8%. Again as the exchanges advance he 
could sell his securities at a profit. Con- 
sidering the excellent investment merit of 
a number of securities obtainable, I believe 
that it would well Rune American inves- 
tors to look into this matter—J. H. S. 


American investors could undoubtedly se- 
cure attractive investments in this way and 
would benefit from the abnormal discounts 
of the currencies of the leading European 
countries. There are many securities of 
large corporations in foreign countries that 
can be bought to advantage with the ex- 
changes in their present condition. 

This plan has a number of obstacles and 
objections, however. For one thing most 
of the best English securities are of the 
registered type and are not to be had in 
bearer form. The matter of transfer is 
therefore a vital one to consider. The red 
tape involved and the consequent delays 
will prove in many cases to be consider- 
able. A high authority informs us that 
there have been many instances in his ex- 
perience where the actual transfer has taken 
from four to six months, and the few-hour 
method to which our investors are accus- 
tomed is out of the question. With French 
securities the difficulty as to the matter of 
transfer should not prove so great, as many 
of their issues are in the bearer form. Still 
the time which will elapse between the date 
when the actual purchases was made and 
the delivery of the securities will prove 
rather long in any event. 

Another consideration is the condition of 
the exchanges when the investor desires to 
sell his security. If the exchanges work 
back closer to normal he will of course have 
a profit from the advance aside from any 
change in the market price. If, however, 
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the exchanges go down his principal would 
depreciate. The course of the exchanges 
over the early future is uncertain, and indi- 
cations point strongly to no material im- 
provement at present. Perhaps the ex- 
changes may work even lower. 

The fact of the matter is that the inves- 
tor is speculating in exchange, unless he in- 
tends to hold the issues permanently. This 
difficulty and the absence of free transfer, 
along with the remoteness and lack of 
knowledge as to the worth of a man’s hold- 
ings, work against the plan. 

A plan can, however, be worked out, and we 
understand that something is being done in 
this direction now, whereby American in- 
vestors can take advantage of bargains in 
the leading corporations of foreign coun- 
tries. The conversion of the securities into 
those of dollar denomination and the crea- 
tion of a market for them in this country 
will help. Also the difficulties of transfer 
should be cleared away. It seems to us that 
the issuance of dcllar securities against the 
foreign issues will prove a much more satis- 
factory plan, though under such a plan our 
investors would not, visibly at any rate, 
benefit from the great discounts on foreign 
exchange. 


VIRGINIA-CAROLINA Ist 5s 

Interest Earned by Wide Margin 
Virginia-Carolina Chemical Ist 5s are 
among the best of the industrial bonds. Se- 
curity back of this issue consists of all the 
company’s assets, including its holdings of 
stock in other companies. The prospects 
for the company are very good both in the 
fertilizer business and in the cotton oil line. 
Net earnings have shown a steady growth 
during the past five years and interest has 
been earned four or five times over. Net 
tangible assets would amount to nearly 
seven times the amount of bonds outstand- 
ing. At 96 these bonds yield about 6.25%. 


BRADEN COPPER COLL. TRUST 6s 
Combine Good Yield and Safety 

Braden Copper Collateral Trust 6s com- 
bine the desirable features of high yield and 
excellent security. Interest charges were 
earned about nine times in 1916, eight times 
in 1917 and nine times in 1918. The bonds 
are practically an obligation of the Kenne- 
cott Copper Corp., which controls the Bra- 
den Copper. At present prices, the bonds 
yield about 6.70%. 
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ST. LOUIS IRON MT. & SO. REF. 4s 
A Successful Reorganization 


St. Louis Iron Mountain & Southern Re- 
funding 4s of 1929 represent one of the un- 
derlying liens of the Missouri Pacific Rail- 
road and are given a high rating as far as 
safety is concerned. The reorganized Mis- 
souri Pacific has excellent prospects, as it 
draws its traffic both from the South and 
the West, has a very efficient management 
and is showing better earnings than some 
of the other reorganized roads. These bonds 
are now selling at about 79, which indicates 
a yield of almost 7%. 


PEORIA & EASTERN BONDS 
Backed by Good Earnings 
Peoria & Eastern is controlled by the Big 
Four which is in turn a subsidiary of the 
New York Central Railroad. The earnings 
of the Big Four, with which the Peoria & 
Eastern is a unit as far as operations are 
concerned, have been excellent within the 
last year or two and therefore this 
would now have a better rating. At the 
present time however, it is quoted at abovt 
51 to 56. 


AMERICAN STEEL FOUNDRIES PFD. 
A Well-Secured Investment 


American Steel Foundries Preferred, is in 
a very strong investment position. On the 
basis of Steel Foundries’ earnings alone, 
preferred dividend requirements were 
earned 3.7 times in 1918, 82 times in 1917 
and 5.4 times in 1916. The rates earned on 
the common stock in the same years were 
respectively 13.6%, 30.19% and 19.8%. 
Dividends disbursed were much smaller, 
and in the three years about $15.80 per 
share was plowed back into the property. 
If the preferred issue had been outstanding 
during this period the rates earned on the 
common would have been about 3%% less 
each year. Net quick assets per share of 
preferred at the end of 1918 were $115, for 
the common about $22. Total net assets 
(including patents, good will, etc. not 
given separately in the balance sheet) at 
the same date were $350 per share of pre- 
ferret! and $45 for the common, after mak- 
ing provision for the preferred stock. 


SILVER KING OF ARIZONA 
Further Developments 


With reference to the market letter and 
clipping from another financial publication 
enclosed in your letter, our June 7 issue 
gave the historical and actual facts: the 
latter from original reports compiled by a 
competent engineer at our instance. These 
reports may be inspected by our subscrib- 
ers, at our office. From the facts disclosed 
we feel justified in believing in the future 
of “Silver King,” and the opinions you re- 
fer to do not alter our view. 

A full report on this company appeared 
in the Arizona Mining Journal of June, 
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1919. The Engineering & Mining Journal 
of New York of August 2 stated recent 
developments as follows: 

“New three-compartment shaft down 
170 feet, and being sunk at rate of 5 feet 
per day. Mill treating 25 tons per day. 
During last week mill heads assayed from 
16 to 23 ounces silver per ton; tailings 
assayed 1.0 to 1.2 ounces silver per ton, and 
assay value of flotation concentrates ranged 
from 1,000 to 1,980 ounces silver per ton. 
Last shipment of concentrates to smelters 
assayed 1,375.2 ounces silver, 20.4% lead 
and 7.84% copper. John Fowle, vice-presi- 
dent and general manager. Company con- 
sidering erection of power plant near Su- 
perior, and 125-ton mill at mine. Company 
has opened and partially developed three 
new ore bodies, overlooked by former op- 
erators, that lie outside of main chimney.” 


CITIES SERVICE PREFERRED 
A Good Investment 


Cities Service Preferred is a good invest- 
ment. At present prices this stock yields 
about 7.6% which is not unusually high in 
these days when U. S. Government Bonds 
are yielding close to 5%. Cities Service 
Preferred is in the same class with Pierce 
Arrow preferred, Worthington Preferred & 
Southern Railway Preferred and Willys 
Overland Preferred. 


OHIO CITIES GAS 

Oil Prosperity Improves Asset Values 

A private report prepared for a prominent 
banking group, which we have studied in 
detail, arrives at the conclusion that the 
assets behind OGS are conservatively 
valued between $82 and $92 a share. This 
values the 851,710 acres in twelve states, 
owned or controlled, out of which 62,104 
acres are operated and 789,607 are unopser- 
ated. The valuation includes its pipe-lines, 
storage tanks, pipe stations, tank cars, re- 
fineries, barges, telephone lines; its 2,862 
producing wells, etc., and it is difficult to 
find fault with the estimates, which are difficult 
to compile. Undoubtedly the company is a well- 
rounded organization, complete in every 
detail of the oil business, and likely to grow 
bigger under the efficiency and enthusiasm 
of its management. The “utilities” end 
must be reckoned a side-issue in compari- 
son with its huge oil control, oil subsidiar- 
ies, production, refining, distributing busi- 
ness, etc. It refined over 5% millions of 
barrels last year and sold 15 million bar- 
rels of gasoline, 17% million barrels of illu- 
minating oil, about four million barrels of 
lubricating oils, besides a large production 
of other oil products, such as grease, etc. 

As a gigantic oil enterprise, Ohio Cities 
Gas appears to have “made good” in a 
large way, greatly helped by favorable 
prices, a big steady demand, and no let-up 
in the industry. The new OGS Oil Com- 
pany (and not OGS the mediocre utility) 
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promises to show greater industrial ex- 
pansion. 

From the facts given the writer is opti- 
mistic regarding the company’s longer- 
range future, and the shares seem attractive. 


CORN PRODUCTS REFINING 
Advance Discounts Dividend 

Corn Products Refining has not yet paid 
a dividend on the common stock but has 
had large earnings which it has been put- 
ting back into the property and the recent 
continuous rise of the stock has been due 
to the general knowledge that the directors 
might declare a dividend at any time. The 
back dividends on the preferred stock have 
all been paid off and the company is in a 
very strong position in spite of the recent 
order of the Supreme Court which effected 
a reorganization of the company. How- 
ever, in view of the great advance of the 
common stock, we do not suggest a pur- 
chase. The preferred stock is well regarded 
although it may decline under present 
irregular market conditions. 


COLORADO FUEL & IRON 
May Benefit by Trade Prosperity 

Colorado Fuel & Iron is now paying $% 
annually in dividends, and we believe that 
the company has good possibilities in time. 
The company has been very materially ben- 
efited by conditions caused by the war, 
but it hardly has very rosy prospects until 
conditions in the iron and steel business 
pick up somewhat. The shares are likely 
to go higher, however. The company will 
benefit somewhat by the immense unfilled 
demand for coal existing both here and in 
Europe. 


DIAMOND MATCH 
A Long-Established Investment 


Diamond Match Co. was formed as far 


back as 1889 and is one of the largest of 
its kind in the world. Its capitalization of 
$18,000,000 (par $100) is considered moder- 
ate considering the consistent earning 
power of the company, the earnings for 
the past three years having averaged about 
$14 a share, compared with its regular divi- 
dend of $8. The company has a surplus of 
around $1,500,000 and is in a very strong 
position. We consider Diamond Match a 
good investment to be held for income 
with a probable appreciation in value in 
the future. “Extras” appear to be in order 
when conditions (in the opinion of the 
directors) warrant some liberality towards 
stockholders. 


FISK RUBBER 
Expects Increased Business 
Fisk Rubber recently increased its capital 
stock, reducing the par value from 100 to 
25 per share (Curb Market). There are out- 


standing $9,025,000 7% cumulative first 
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preferred, of which $5,000,000 is convertible; 
$4,500,000 7% cumuiative second preferred, 
also convertible, and $6,000,000 common 
stock (par $25). The company earned about 
20% a share on the old common, which 
would be equivalent to about $5 a share of 
the present issue. Earnings in 1915-1916, 
however, were less than 6%. It is stated 
that gross revenue may reach $45,000,0u0 
this year on account of the great improve- 
ment in the automobile industry. Recently 
there has been a renewed interest in the 
common stock and it is now selling at a 
price which probably discounts future pos- 
sibilities. The last dividend paid was 7% 
on the old common March 15, at the rate 
of 7%. 


NATIONAL CONDUIT & CABLE 
Good Buying in the Stock 

In spite of a disturbing investment position, 
which might only be on the surface, develop- 
ments are probably taking place within the 
company itself that justifies a reasonable be- 
lief that conditions must be improving. When 
we discussed this company on July 19, the 
company had just announced that it was shar- 
ing in the fierce competition that faced every 
manufacturer in the brass and copper line since 
the armistice. Conduit’s activities were cut 
abruptly from 100% of capacity when Govern- 
ment cancelled war orders within 60 days, and 
it was obliged to seek domestic business. A 
change has come about, and the action of stock 
is already reflecting this. The company is one 
of the most formidable in its line, and its cus- 
tomer-list impressive; and it is our under- 
standing that with new construction and A 
tivity on every hand it stands to benefit in 
material way. The technical position of the 
stock, its stubbornness during recent declines, 
and its undoubted upward tendency indicates 
clearly that those well informed are buying 
rather than selling. 


GALENA SIGNAL OIL 
Has Long-Pull Possibilities 
Galena Signal Oil common has shown a de- 
clining tendency in the past four years, having 
sold down continuously from its old high 
record of 304. However, it has been fairly 
steady of late. The company issued $2,000,000 
new preferred stock and $4,000,000 new com- 
mon in connection with the taking over of a 
Texas corporation. Of course, at the present 
time, the common stockholders are under the 
handicap of going without their dividend, but 
they may feel assured that purchase was made 
entirely in their interest. Under these condi- 
tions, we believe that the stock possesses pos- 
sibilities for a long pull. 


INTERCONTINENTAL RUBBER 
Plans Expansion Program 
Intercontinental Rubber, through its subsi- 
diary, the Continental Plantation Company, 
leased about 20,000 acres of land for a long 
period in the Province of Asahan, Island of 
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Sumatra. Here the company plans to plant 
4,000 acres to trees supplying crude rubber. 
According to expectations of the management, 
the next few years should find this property 
producing 1,500,000 pounds of dry rubber 
every year. Its Congo holdings also insure 
greatly increased production now that they 
can be utilized since the closing of the great 
war. 

For the five months ended Dec. 3ist, 1918, 
the company’s report showed net profits and 
income from investments of $247,673, or 85c 
a share, which compares with about 50 cents 
a share for the entire previous fiscal year. 
The statement also showed a substantial in- 
crease in the surplus account. It must be 
remembered, however, that a large portion of 
the profit earned during the five months re- 
sulted from the sale of the company’s steam- 
ship securities. The asset value of the stock 
is very high and probable future earning 
power very good. But, despite some possi- 
bilities, the shares are decidedly speculative. 


S. S. KRESGE CO. 
Should Improve as Business Grows 


S. S. Kresge Co. has shown an average earn- 
ing power of about 20% for the past few years, 
compared with the dividend at present of only 
5%. It is a fair spec-vestment and is in a good 
position to increase in value as the result of 
the expansion of this company under its able 
management. 


NATIONAL LEAD 

Should Improve with Metal 
National Lead is a very substantial property 
and we are inclined to the opinion that the 
stock should see better prices as the lead sit- 
uation improves. National Lead controls a 
number of very important subsidiaries which 
are very prominent in the production of white 
lead for pigments, and the production of traps, 
bends, etc., used in the building trade. The 
irregularity of the market is about our only 

objection against a purchase right now. 


STEWART WARNER 
Has Attractive Prospects 

Stewart Warner Speedometer is a business 
man’s investment, as the company is the largest 
manufacturer of its own lines, which enjoy a 
good sale; with the general prosperity of the 
automobile industry, we believe that the com- 
pany will continue to make an even better 
showing in the future than it has in the-past. 
We regard the shares as attractive. 

The earnings have averaged about 16% on 
the common stock and the dividend rate was 
6% until January of this year, when it was 
raised to 8% 


U. S. STEEL 
Labor Situation Hazardous 
United States Steel is the speculative leader 
on the Stock Exchange; while it has large in- 
trinsic values, the investor would probably 
have to wait some time for a resumption of the 
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extra dividends. Recently the question of 
unionizing the employees has come to a head 
and this has slightly weakened the position of 
the stock. However, as far as production 
goes, the company is rapidly getting into its 
stride and only an extended strike would in- 
terfere with its return to prosperity. In view 
of the present uncertainty in the market, we 
do not favor Steel as an investment. It is 
worth remembering that Steel is now selling 
much higher with a dividend of 5% than it 
formerly sold with a dividend of 16%. Market 
conditions may change later, but its present 
drift is downward, so far as the market is 
concerned. 


NOVA SCOTIA STEEL 
Expects Coal Prosperity 


Nova Scotia Steel & Coal Co. owns many 
valuable coal areas, a steel plant at Nova 
Scotia and leases about 90 square miles of coal 
areas. The capital is $15,000,000 in common 
stock at 100 par value, and $1,000,000 in 
8% cumulative preferred stock. The com- 
pany has a very good dividend record, pay- 
ments averaging between 4 and 10% between 
1914 and 1917, the present rate being 1% 
quarterly. The company is at present very 
prosperous and its Fall operations are ex- 
pected to produce very large revenues in the 
next few years. The shares have had a good 
advance from around 50. The company earned 
$2,328,557 last year, with a net balance avail- 
able for dividends of $1,715,492, which was an 
improvement of about $400,000 over the pre- 
vious year. A further advance might not be 
unjustified under existing conditions, in view 
of the company’s large coal interests. Coal 
is at a great premium and scarce as you doubt. 
less know. 


UNITED SHOE MACHINERY 
Has Good Earnings Record 

United Shoe Machinery has had a very 
steady earning power, and has been a con- 
sistent dividend-payer. Earnings on the com- 
mon stock last year were 17%, and the divi- 
dend paid 12%. Preferred has paid regular 
6% dividends since 1906. The par of both 
stocks is $25, and the preferred is cumulative. 
The present dividend rate is 12% including 
4% extra. The preferred stock is a conserva- 
tive investment. Both stocks are traded in on 
the Boston Exchange and the common stock is 
now selling close to a 6% basis. The common 
stock is a fair investment though we would 
prefer some good rail stock which has a better 
chance for appreciation. 


STANDARD OIL OF N. J. 

A Well-Secured Investment 
Standard Oil Company of New Jersey is 
capitalized at about $98,000,000 and has a sur- 
plus of about $400,000.000. In our ratings of 
oil stocks on page 522 of the MAGAZINE oF 
Watt Street for July 5th, 1919, we give this 
company a rating of A-l. The company is 
earning from 50 to 75% on its capital stock 
and is paying dividends of $20 a year. The 
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three years’ average low price for the stock 
was $475, and the three years’ average high 
price has been $800. This stock is in the in- 
vestment class and will undoubtedly advance 
in price over a period of years, although it is 
around $710 now. : 


U. S. INDUSTRIAL ALCOHOL 
Good for Long Pull 


United States Industrial Alcohol on Decem- 
ber 31, 1918, showed net tangible assets ap- 
plicable to the common stock amounting to 
about $131 per share, after deducting the as- 
sumed intangible assets, capitalized at $13,- 
000,000. From 1910 to 1916 this company 
showed an average earning power on the 
common stock of 19.11; over 36% in 1916, over 
50% in 1917, and over 51% in 1918. From 
which you can see that the company certainly 
has good assets value, also tremendous earning 
power. But in view of the large advance that 
the stock has had during the past few months 
and in view of the fact that the whole market 
is probably in a dangerous position because of 
speculative excesses, we would not suggest 
a purchase at the present time. We hardly 
know of any “colored gentleman” in the wood 
pile except, of course, the rumor that the 
dividend would be cut in view of the new 
financing. The stock is all right to hold for 
the long pull. 


SHELL TRANSPORT & TRADING 
An Attractive Oil Investment 

Shell Transport & Trading Company was 
recently introduced to New York and is trad- 
ing on the Curb around 72. This company 
was brought from London, England, by a large 
and prominent banking group which under- 
wrote the American issue. The company owns 
a 40% interest with the Royal Dutch Com- 
pany in the latter’s enterprises and indirectly 
controls the Mexican Eagle Corporation, which 
is the second largest producer of oil in Mexico. 
The Shell Transport Company also has large 
shipping facilities, loading stations, pipe lines, 
production, and interest in many countries. 
We consider it a very promising investment 
around present levels, and perhaps the out- 
standing purchase among the speculative in- 
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vestment oils. We suggest you look over “Oil 
Ratings” in another section of this issue. 


KEYSTONE TIRE & RUBBER 
Advance Makes It Risky 

Keystone Tire & Rubber is the only concern 
exclusively engaged in the jobbing of auto- 
mobile tires. The company merchandises over- 
production of tire manufactures and what is 
commonly known as “seconds,” namely, tires 
slightly blemished in the course of manufac- 
ture. The potentialities of the company were 
discussed in the February 16th issue of the 
MAGAZINE OF WALL Street and the writer came 
to the conclusion that the company has been 
exceptionally fortunate in its war prosperity 
and its recent rise, in the opinion of close fol- 
lowers of the company, was not altogether 
justified. 

It should be remembered that Keystone 
started from around $20 a share and taking 
into consideration a dividend of 15% already 
paid, it has advanced altogether about 125 
points. We doubt whether you will make 
any money by “following” a stock of this 
character, and believe that you could pur- 
chase American Tel., Woolworth, or Ohio 
Cities Gas in preference. 


PENNSYLVANIA RR. 
Should Advance in Time 

Pennsylvania Railroad is one of the strong- 
est roads of the country but the results under 
Government operation have not been very en- 
couraging, as the net operating income in 1918 
was $18,317,000, against a “Standard Return” 
of $61,000. This was probably due to diversion 
of traffic. 

Pennsylvania stock (par $50, about $500,- 
000,000 outstanding) has paid a dividend of 
6% for 20 years or more. In recent years 
the dividend has been earned with a margin 
of only 2% to 4% on the stock. The stock is 
now selling at a low level as compared with a 
former average price between 60 and 70. 
Holders can confidently anticipate an increase 
in the value of their holdings when conditions 
return to normal, especially if the present 
labor trotibles should be solved satisfactorily. 


SUGGESTIONS IN REGARD TO INQUIRIES 


The heavy volume of inquiries which this publication is receiving makes it necessary to ask our sub- 
scribers to co-operate with us in order that we may maintain and improve the high quality of service 


which the Investors’ Personal Service Department renders to our readers. 


1. Not more than three inquiries be submitted at one time. 
nion on each. The careful manner in which the Department handles 


give same the immediate attention necessary, without slighting other 


list of securities, asking for an oR 
its inquiries makes it impossible 
inquiries. 


. We therefore suggest that: 
Occasionally a subscriber sends in a long 


2. Trial subscribers are entitled to an opinion on ONE security, in terms of our “trial offer.” 
«3. In case an immediate answer is desired on more than three securities, we make a charge of $1 
each for the additional number (but not to Investment Letter subscribers). 


4. Enclose stamp or stamped self-addressed envelope. : 
The above suggestions are drawn up for the benefit and protection of our subscribers and those 


inquiries which conform with them will receive first attention. 
REPORTS—When a reader wishes a_ special — 
analysis of a security or a subject we shall be pleased to submit an estimate o 


SPECIAL ANALYTICAL 


investi 


tion or a_ special 
the special - 


for such work. We compile many Reports of this kind which are highly valued by purchasers. 





Current Bond Offerings 


Briefly Discussed and Analyzed 


ISSUE 
Government and Municipal: 
City of Copenhagen, 25-year 5%s 
Joint Stock Land Bank 5s..........s+eeeeeeeeeees 
City of Norfolk, Va., Municipal 5s 
Washington Suburban Sanitary Dis., Md., 5s.... 
Town of Union, Broome County, N. Y., 5s 


Public Utility: 
Central Power Co. of Del, First 5s 
Industrial: 
R. J. Reynolds Tobacco 3-year 6% notes......... 
Fisher Body Corporation 6% notes 
Waltham Watch 6% notes 


Bishop Navigation First 6s.........-.++sseeeeeees 
Standard Tank Car Equipment 6s 


(a) Exempt from Federal Income tax, including surtax. (b) 
(c) Exempt from Federal, State and Municipal taxation as to interest and principal, excepting 
(d) Available in $1,000 and $500 denominations. (e) 
(f) Exempt from State and local and from Federal normal income tax. (g) 


amount of 2%. 
estate and inheritance taxes. 
$100 denominations. 


1921, 1939, 1949, 1969 100.47 @105.76 


Jau.&July, 1920-2 


YIELD TO 
MATURITY 


OFFERING 
PRICE 


MATURITY 


93) 6.244. 
4,53@5.00 c. d. 
4.70@4.75 a. 
4.65@5.00 a. 
4.40 a. 

4.55 a. 


1944 
1939 102 


1969 
1920-48 
1920-34 


105% 

100.78 @ 109.83 
100.22 @ 104.50 
1924 94.85 

6.00 
6.50@6.75 b. 
ft » dD 

6.00 b. 
6.00@6.25 b. 
6.25 

6.00 


1922 100 
1921-25 9634 @99% 
1924 99 
1922-25 100 
1920-29 98@100 
1920-29 99.76 @ 98.16 
5 100 
Company pays normal income tax to the 
Available in $500 and 
Without 


deductions from Federal income tax up to 4% so far as is legally permitted, 


CITY OF COPENHAGEN 5%s. $15,000,000 of 
these bonds being offered. Under terms of agreement 
City of Copenhagen is not to issue any other foreign 
loan for at least one year. Credit of city has always 
been first class. Prior to 1914 credit on about 4 
basis. Unusual feature stipulates annual sinking fund 
beginning in 1925. On each July 1, beginning in that 
year until maturity, $750,000 of bonds to be retired at 
par, numbers to be determined by lot. Yield very at- 
tractive considering excellent security and redemption 
feature adds good possibilities for speculative profits 
and a steady market. 

JOINT STOCK LAND BANK Ss. Secured by first 
farm mortgages made under Fedeial supervision or by 
United States Government bonds or certificates. 
Instrumentalities of U. Government. Optional 
maturity, 1924. At 102, yield to optional date is 
4.53%, writing down cost to 100 and yield thereafter 
is 5%. In view of tax-exempt features and strong 
security at high yields offered very attractive espe- 
cially for large investors. 

AMERICAN MUNICIPALS.—AIl high-grade. Yield 
on Norfolk, Va., 5s very good for this type of obliga- 
tion. 1921 maturity yields 4.75%; others, 4.70%. 
Washington Sanitary District 5s, optional maturity, 
1949. At 10554, yield to optional date is 4.65% and 
from then to maturity, 5%. Interest and principal 
guaranteed by endorserhent’ by Montgomery and 
Prince George Counties, Md. 

CENTRAL POWER OF DELAWARE 6s. Com- 
pany organized in Delaware in 1914 and has acquired 
the properties of the Grand Island (Neb.) Electric Co., 
subsequently acquiring other properties and expanding 
them. In addition to hydro-electric properties owns 
reserve steam stations with a rated capacity of 2,383 
K.W. Also owns 176.7 miles of practically new high 
tension lines. Issue secured by first lien on all 
properties now owned or hereafter acquired. Fran- 
chise situation appears to be very satisfactory. In- 
terest charges well earned. Entire outstanding capital 
stock owned by Middle West Utilities Co. 

R. J. REYNOLDS 6% NOTES. A direct obligation 
of company, which has no other bonded debt out- 
standing except $1,500,000 dividend scrip. Amount of 
issue, $15,000,000. Net quick assets on June 30, 
1919, $50,000,000. For past five years earnings have 
been more than six times interest requirements. 


Proceeds will be used to care for expanding needs 
of business. Carefully protected as to creation of 
further indebtedness. A high-grade issue. 


FISHER BODY 6% NOTES. Direct obligation of 
company, which has no other bonded debt. Proceeds 
from this sale to be used to pay current indebtedness 
and provide additional working capital to care for ex- 
panding business. Total net tangible assets as of 
April 30, 1919, more than three times amount of issue. 
Average net earnings after all prior charges more than 
eleven times maximum interest requirements on notes. 
Liberal redemption features and careful protection as 
to creation of further indebtedness and maintenance 
of assets. Company is largest manufacturer of auto- 
mobile bodies in the world. Well secured issue and 
yield quite attractive. 

WALTHAM WATCH 6% NOTES. Largest manu- 
facturer and distributor of high-grade clock move- 
ments in the world, and has been in successful opera- 
tion since 1853. Company agrees not to mortgage any 
of its assets while these notes are outstanding. 
Tangible fixed and net current assets four times this 
note issue. Earnings for year ended March 1, 1919, 
more than 6% times interest charges on these notes. 
A very strongly secured note. 


HERSHEY CHOCOLATE DEBENTURE 6s. Com- 
pany is engaged in the manufacture of chocolate prod- 
ucts bearing the name “Hershey,” and has been suc- 
cessfully operated since 1900. These notes constitute 
the only funded indebtedness of company and its sub- 
sidiaries. Amount issued $3,000,000. Net quick 
assets of company and its subsidiaries $5,083,036, and 
total net assets, $21,618,626. Interest charges earned 
with very wide margin. Notes carefully protected as to 
creation of further indebtedness and maintenance of 
assets. Company will pay Fennsylvania state tax 
on notes held in Pennsylvania. 


THE RUDOLPH WURLITZER 6s. Company is 
the largest distributor of musical instruments in the 
U. S. Has been in business since 1856, and has 
branches in many cities. Net quick assets approx- 
imately 2% times the amount of this issue, and total 
net assets, over three times. Interest charges earned 
about five times over in the year ended April 30, 1919. 
Careful provisions as to creation of further indebted- 
ness and maintenance of assets. 
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$20,000,000 Additional Cash Called for This Year—Expiration of 
Macy Award on Oct. 1 May Affect Hog Island Operations 


By ARTHUR C. WATT 


F ever a company was organized to 
anticipate a future “trade situation,” 
the American International Corpora- 

tion is the one. 

At the time of its formation, the follow- 
ing purpose was outlined, and although the 
statement was made nearly three years ago, 
the words seem almost prophetic in their 
business application today. 

“While there seems likely to be a large 
supply of investment capital in the United 
States, there are obstacles in the way of 
that capital flowing freely into investments 
in other countries, no matter how secure 
and promising these investments may be. 

“Financially, we have been a provincial 
people. Our banking houses and financial 
institutions have been thoroughly well or- 
ganized to analyze and intelligently pass 
upon domestic enterprises; but they have 
not been organized to investigate, appraise 
and manage enterprises in foreign countries. 
The turn of events, however, is bringing 
inevitably to our doors those enterprises 
which would normally have gone to Europe 
for the financing that their development 
makes necessary. 

“New enterprises in foreign countries are 
now appealing to American capital. Exist- 
ing enterprises are asking to be financed, 
that they may make necessary extensions. 
There, is, therefore, a fertile field in inter- 
national finance, which it is our national 
duty to study and our financial opportunity 
to cultivate. Into that field we should direct 
capital, technical skill and administrative 
experience, if we are fully to attain the 
position which is awaiting us in world 
affairs.” 

With this as a foundation, the corporation 
was organized on Nov. 23, 1915, with a capi- 
talization of $50,000,000, comprising $49,- 
000,000 of common and $1,000,000 of pre- 
ferred stock. The latter is a real “pre- 
ferred” issue owing to the provision that 
both issues are entitled to share equally in 
dividends up to 7%, but thereafter the pre- 
ferred shall be entitled to receive 20% of 
any further distribution of surplus during 
that year, the remaining 80% being appli- 
cable to the common. 

If, for example, surplus earnings to be 
distributed as dividends should amount to 
$1,000,000, the preferred would receive 20% 
or $200,000, which would be equivalent to 
a 20% “extra” on the $1,000,000 issue. 


Upon this theory, the common would re- 
ceive 80%, or $800,000, which, when spread 
out over $49,000,000 of common stock, 
would result in an “extra” of less than 2%, 
compared to the 20% payment on the pre- 
ferred. The same basis applies in connec- 
tion with any surplus in event of the cor- 
poration ever liquidating and distributing its 
assets, and is rather a significant point to 
remember when considering the speculative 
and book values of the company. 

Sixty per cent. of the entire capital stock 
had been paid in up to 1919, but in April 
of this year a call was issued for the re- 
maining 40%, one-half of which was paid 
on June 2, the remaining one-half being 
due on October I5, 1919. 

$20,000,000 New Working Capital 

Payment of the final 20% in October will 
have added approximately $20,000,000 in 
cash to the company’s working capital and 
enable it to further its greatly diversified 
activities. Under chis classification would 
come: 

1. Investments in foreign or domestic 
corporations doing foreign business. 

2. Proprietary and controlled companies 
in which the corporation owns all or a 
majority of the capital stock. 

3. Development undertakings, govern- 
mental or private. Such undertakings 
usually involve both the purchase of securi- 
ties to provide the funds for carrying out 
the work and the supervision of the work 
during its progress. 

4. Departmental business conducted 
directly by the corporation in its own name 
either in the United States or abroad. This 
also includes research, supervisory and con- 
sulting departments. 

5. Foreign offices and representation in 
foreign corporations organized jointly with 
interests in foreign countries for the pur- 
pose of studying business opportunities 
there. 

Operates Numerous Subsidiaries 

It is the policy of the corporation to carry 
on a large part of its business through sub- 
sidiary companies. 

These include Carter, Macy & Co., Inc., 
engaged in the wholesale tea business, with 
numerous branches in the United States, 
Canada, Europe and the Far East; Rosin & 
Turpentine Export Co.; Allied Machinery 
Co. of America, with various subsidiary cor- 
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porations dealing in the export of machinery 
and parts of all kinds; the China Corp., to 
obtain authority from and enter into con- 
tracts with any domestic or foreign govern- 
ment for the development of any franchises, 
rights, concessions, etc.; the Siems-Carey 
Railway & Canal Co., to construct, main- 
tain and operate transportation and other 
public utility properties in foreign and 
domestic countries; Horne Co., Ltd. (incor- 
porated in Japan), and the Yamato Iron 
Works of Japan; American Balsa Co., 
manufacturers of marine life-saving ap- 
pliances, equipment, etc.; American Inter- 
national Steel Corp., with branches in Lon- 
don, Paris, Buenos Aires, Tokyo and other 
important foreign cities to distribute iron 
and steel products, the Great Britain field 
being handled by a subsidiary corporation; 
G. Amsinck & Co., an old established con- 
cern, and reputed to be the largest export- 
ing and commission house in America, with 
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Shipbuilding Corp., which was organized to 
construct and operate for the government 
what is considered the largest shipbuilding 
yard in the world. This yard is located at 
Hog Island, near Philadelphia, and as it is 
the most pretentious project undertaken by 
the corporation, some details on it are in 
order. 

Under a contract with the Emergency 
Fleet Corp., the corporation purchased a 
tract of 846 acres of land at Hog Island 
and agreed to construct thereon a shipyard 
of fifty ways and build 110 fabricated steel 
cargo vessels and 70 troopships upon a basis 
of cost plus a fixed fee. The number of 
troopships was reduced to 35 after the 
armistice was signed, and work was sus- 
pended on the troopships under construc- 
tion, but steady progress has been made 
on the cargo vessels, the forty-seventh being 
launched on August 5—the yard’s first anni- 
versary. Forty-nine ships are now on the 











Sectional View of Hog Island Yard, Which Was Geared Up to Turn Out at the Rate 
of Two Ships a Day, When the Armistice Was Signed 


subsidiary organizations in Mexico and 
California. 
Big Merchant Marine Factor 

The American International Corp. is also 
heavily interested in the construction and 
operation of merchant ships through its 
ownership of stock in the Pacific Mail 
Steamship, International Mercantile Marine, 
Atlantic, Gulf & West Indies and United 
Fruit companies and its control of the New 
York Shipbuilding Corp. at Camden, N. J. 
(where one of the best equipped yards in 
the United States is located), also, its 
ownership of the American International 


construction ways and it is expected that 
the contract will be completed early in 
1920. ° 

Macy Award Expires Oct. 1 


There is a possible obstacle now coming 
up, however, which may have a serious 
bearing upon not only the Hog Island, but 
other shipyards. That is the labor situa- 
tion as involved with the expiration of the 
Macy wage scale on October 1, 1919. In 
order to put a stop to the shifting of skilled 
employees from yard to yard and to adjust 
wages to increased living costs, a Labor 
Adjustment Board was created early in 1918 
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and headed by V. Everit Macy, appointed 
by President Wilson, L. C. Marshall, repre- 
senting the Navy Department and the Emer- 
gency Fleet Corp., and A. J. Berres for the 
American Federation of Labor. An average 
advance of approximately 13% was made in 
April, 1918, and another similar advance in 
October, 1918. 

These increases have been borne by the 
government (no profit accruing to the con- 
tractor by reason of the additional operating 
costs), but as the scale is due to expire on 
October 1 next, considerable interest is 
centered upon the outcome. . Insofar as 
known at this writing, no intimation of the 
government’s attitude toward maintaining 
the scale has been made. Some decisive 
action necessarily must be taken—and taken 
soon—to quiet the unrest which seems to 
prevail at present. If the scale expires, it 
is hardly possible that the so-called “agency” 
yards, operating on a cost plus fixed fee 
basis, can afford to maintain the current 
wage ‘scale unless their contracts are 
amended to continue compensating them for 
the additional outlay. With so many ships 
urder way and urgently needed, the govern- 
ment’s policy after October 1 is naturally 
of more than ordinary significance. 

This situation affects the Government, 
however, instead of the American Interna- 
tional as the corporation only administers 
the operations of the yard. It owns the 
land but the improvements and construction 
thereon represent an expenditure of more 
than $60,000,000 by the government. The 
corporation is guaranteed against loss on its 
contracts and even though developments 
were unfavorable, it evidently would not 
suffer any substantial loss. 


Holds Securities for Investments 


The parent company—American Interna- 
tional Corp.—is also an investor in securities 
which are held for income and price appre- 
ciation. These holdings include stock in the 
International Mercantile Marine, U. S. 
Rubber, United Fruit companies, etc., the 
securities being carried on the books of the 
corporation at cost or market price (which- 
ever is lower). As the purchases were 
made prior to the recent upswing in market 
prices, the corporation evidently is in a 
position to realize a handsome profit. 


Earnings and Dividends 


Indicated earnings and income amounted 
to about $4.97 a share in 1916, compared to 


$7.50 in 1917, and $7.44 in 1918. In that 
three-year period the surplus showed a 
healthy growth, increasing from $1,923,539 
in 1916 to $3,507,513 in 1917 and $5,743,400 
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in 1918—a jump of nearly 200% over the 
1916 figures. 

Profits from completion of its Hog Island 
contract are more or less indefinite at this 
time, but should run well between $2,000,000 
and $6,000,000. It is not known at present 
what disposition will be finally made of the 
yard. The company has the option of buy- 
ing the construction work, etc. on an ap- 
praised valuation, or it can sell the land to 
the government. Hog Island is too big for 
a successful commercial shipbuilding propo- 
sition, and in all likelihood, the Govern- 
ment will buy the land, owing to the yard’s 
military importance. 

This does not mean that the corporation 
may go out of the shipbuilding business, 
as this work can be handled by the New 
York Shipbuilding Co., which, incidentally, 
has enough Government work on hand to 
keep it busy for months to come and is 
one of the largest and most complete yards 
in the world. 

Dividends at the rate of 6% have been 
distributed on the amount of stock paid in 
($80), making the investment yield at 
present, with the stock selling around $100, 
about 5%. Inasmuch as the operations for 
which the company was formed were inter- 
fered with by war conditions, the foreign 
opportunities now awaiting it are so 
numerous that with the $20,000,000 of cash 
available for working capital this year, the 
beginning of A. I. C.’s real period of pros- 
perity evidently is at hand—especially when 
arrangements are completed to finance 
American foreign trade. 


High Calibred Management 


Buying American International means 
travelling in a business way with some of 
the most successful men in the United 
States. The directors were chosen from 
the leading men in this country in industry, 
transportation, manufacture and finance. 
They include: 

Frank A. Vanderlip, former chairman, 
National City Bank, New York; Chas. 
A Stone, president, Stone & Webster, 
Boston; J. Ogden Armour, president, Ar- 
mour & Co., Chicago; George J. Baldwin, 
president, Pacific Mail S. S. Co., and chair- 
man, New York Shipbuilding Corp.; New- 
comb Carlton, president, Western Union 
Telegraph Co., New York; Charles A. 
Coffin, chairman, General Electric Co., 
New York; William E. Cory, president, 
Midvale Steel & Ordnance Co., New York; 
Robert Dollar, president, Robert Dollar Co., 
San Francisco; Pierre S. du Pont, presi- 
dent, E. I. du Pont de Nemours & Co., 
Wilmington; P. A. S. Franklin, president, 
International Mercantile Marine Co., New 
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York; Robert F. Herrick, of Herrick, 
smith, Donald & Farley, Boston; Otto H. 
ahn, of Kuhn, Loeb & Co., New York; 
Robert S. Lovett, chairman, Union Pacific 
tailroad Co.; Ambrose Monell, president, 
international Nickel Co., New York; Henry 
S. Pritchett, president, Carnegie Founda- 
tion, New York; Percy A. Rockefeller, 
New York; John D. Ryan, president, Ana- 
conda Copper Mining Co., New York; 
\Villiam L. Saunders, president, American 
Institute of Mining Engineers; James A. 
Stillman, vice-president, National City 
Bank, New York; Theodore N. Vail, presi- 
dent, American Telephone & Telegraph Co., 
New York; Edwin S. Webster, of Stone 
& Webster, Boston; Albert H. Wiggin, 
chairman, Chase National Bank, New 
York; Beekman Winthrop, of Robert Win- 
throp & Co., New York, and William Wood- 
ward, president, Hanover National Bank, 
New York. 


Market Position of Stock 


American International shares have had 
a sharp market advance during the past 
six months, but quotations are believed to 
have only adjusted themselves more in line 
with the equities behind the company’s 
shares and its estimated profits from the 
market appreciation of its holdings of In- 
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ternational Mercantile Marine, U. S. 
Rubber, Atlantic, Gulf & West Indies, etc., 
stock which have scored large advances. 
Present quotations are not thought to have 
discounted the foreign trade profit possi- 
bilities of the company. It may prove 
difficult to check up earning power owing 
to so many operations being carried on by 
subsidiary companies, with their policy of 
turning a large part of the earnings back 
into the development of the business, yet 
this naturally piles up equities which ‘in- 
crease the value of the A. I. C. stock. 

The income of the parent company 
has been more than triple the current divi- 
dend requirements and shareholders may 
be rewarded for their patience one of these 
days with an increase in the rate to 7% 
and the attendant market increase in the 
price of their stock. There is no official 
word on this point at present, but it re- 
mains as one of the interesting future 
possibilities. 

As a long pull semi-investment, with 
speculative possibilities the stock appears 
attractive around $100 a share, owing to 
the numerous foreign trade projects of 
the company, its important position in the 
merchant marine industry and the excep- 
tionally high calibre and successful record 
of the management. 
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Two Mail-Order Companies Which Are Benefiting by the Prosper- 
ity of the Farmer—Outlook for “Their Securities 


By JOHN 


HE “joy-riding” farmer has been the 
subject of much good-natured com- 
ment since the United States became 

the world’s granary, and his prosperity is 
the source of much satisfaction to dealers 
n merchandise the country over. Always 
a potent factor in any consideration of the 
nation’s purchasing power, he has grown 
till more important during the past three 
ears or so, and makers of motor cars are 
by no means the only ones who have been 
in line to benefit. The mail order business 
has been happily situated in this respect. It 
used to be said that anything from a pin 
to a locomotive could be obtained from the 
large mail order houses, which is near 
enough to the truth to indicate the varied 
line of articles sold. 

While the prosperity of the farmer and 
high wages for workers generally have 
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been the potent factors in the good showing 
made by the mail order houses during the 
past few years, and while without these 
elements there undoubtedly would be a re- 
duction in sales, they are not the only 
factors of success. If the mail order busi- 
ness had not had behind it an idea of in- 
trinsic worth and merit its life would have 
been short lived, and ere this it would have 
gone by the board. With their great or- 
ganizations and command of capital, the 
big companies can, of course, purchase on 
a large scale, and anticipate changes in the 
markets to enable them to keep costs within 
reasonable limit. The nature of the service 
performed has made a distinct appeal to 
the consumer, particularly in those districts 
which are away from the main arteries of 
communication. Control of manufacturing 
plants, and contracts for outputs of others, 
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bring in the “direct from maker to con- 
sumer” idea. The mail order business has 
come to be an exact science, done by cata- 
logue, by picture and description, and by 
successfully meeting the competition of 
merchants in the localities served. The 
development of the rural free delivery 
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system is another factor that has helped the 
growth of the mail order business, perhaps 
to a greater extent than the average layman 
realizes. 

It is worth noting that practically all of 
the large mail order houses have their 
headquarters in the Middle West, Chicago 
being the most popular, as well as the 
strategic distributing center. From that 
hub the spokes reach out to the vast agricul- 
tural regions of the West and Southwest, 
and not so far East are the manufacturing 
centers. Not all mail order companies are 
gold mines, but one, Sears, Roebuck, can 
point to over a decade of practically steady 
growth of business. In fact, the company 
was a success from the start, and has come 
to be known in practically every part of the 
coufttry. The stocks of the company, listed 
upon the New York Stock Exchange, 
generally command a good market, and 
while only spasmodically active, are of 
recognized standing. 


Sears, Roebuck & Co. 

In its present corporate form, Sears, Roe- 
buck & Co. began business in 1906, as it 
was incorporated in June of that year. The 
original company was incorporated in 1895, 
so that the real beginning of the business 
is recent enough to be within the recollec- 
tion, and yet old enough to have established 
its right to be considered as one of the 
permanent industries. The table will show 
the earnings growth of the company, but a 
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word or two in explanation is well worth 
while. In 1909 net sales, that is, sales after 
deducting discounts, allowances, etc., were 
$51,011,000, and in no year since then have 
net sales failed to increase over the previous 
year, and the gains have not been in 
thousands, or in hundreds of thousands, but 
in millions. 

It took from 1909 to 1914 to boost net 
sales by $45,000,000, but in the next four 
years the increase was $85,000,000. In 1918 
the company did over three times the busi- 
ness done in 1909, and in the same time the 
surplus available for dividends had about 
doubled. Of course, Federal taxes are one 
reason why the increase in the surplus 
profits did not gain in greater ratio. This 
item alone, as shown by the account set up 
on the last balance sheet, totalled $9,480,000, 
compared with $3,977,000 for 1917. It is 
indicated that for each dollar of gross sales 
in 1918, the company gave the Government 
about 5 cents, or about 40 per cent. of the 
operating profit, which is figured after the 
allowance for operating expenses and re- 
pairs to the plant and equipment. 

The steadiness of the ratio of operating 
expenses to net sales is almost remarkable. 
From 1909 through 1917 this ran from 87 
per cent. to almost 90 per cent., but in most 
of those years it was between 88 and 89 
per cent. This is not in itself a large 
fluctuation, but naturally represents no 
mean item when considered in connection 
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with the great amount of business done, 
and, in fact, without the maintenance of a 
comparatively steady and known margin of 
profit, the business would be upon a much 
less secure foundation than it is. In 1918 
the ratio was about 8614 per cent., indicating 
a profit of about 13% per cent. upon every 
dollar of net sales, and making a somewhat 
poorer showing than for any year, at least 
since 1908. 
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Working Capital 

Working capital has generally kept pace 
with the growth in business. At the end 
of 1918 this item was $24,991,590, compared 
with $20,278,000. The ratio of working 
capital to gross sales has run from 17 per 
cent. to less than 8 per cent. annually, so 
that the ratio, as of the figures at the end 
of 1918, of 12%4 per cent., was at least 
.verage, and showed an increase of about 
| per cent. over the 1917 figures. Inven- 
tories were quite high at the end of 1918, 
but the nature of the company’s business is 
uch that they can usually be quickly 
liquidated on a cash basis. Another factor 

that the commodity market has been 
anything but a declining one since the first 
of the year, a situation which has worked 
» the advantage of the company. The 
company issues a catalogue about every 
three months, and prices quoted therein 
sovern sales for that period. 

Sears, Roebuck prior to 1911 had out- 
tanding $30,000,000 common stock, and 


757 


ducting the par value of the preferred, and 
the full amount of good will were equal to 
about $55 a share on the $40,000,000 com- 
mon stock then outstanding, whereas at the 
end of 1918 they were equal to $87 a share 
on $75,000,000 common stock now outstand- 
ing. In that six-year period the common 
stock has been increased from $40,000,000 
to $75,000,000 through the medium of stock 
dividends, thus capitalizing the growing 
surplus, and recognizing the shareholders as 
the development of the business warranted 
the larger share capitalization. 


Dividends 


A stock dividend of 33 1/3 per cent. was 
declared in 1911; 50 per cent. in 1915, and 
25 per cent. in 1917. The holder of 100 
shares prior to the payment of the first 
stock dividend would now have 225 shares 
of stock. Despite the relatively large in- 
crease in the amount of common stock out- 
standing, and the greater number of shares, 
the market price trend has been consistently 
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Net Sales 
$77,116,859 

91,357,276 

96,024,755 
106,228,421 
137,200,803 
165,807,608 
181,665,830 


NATIONAL CLOAK & SUIT EARNINGS RECORD 


Net Sales 
$15,164,728 
17,371,650 
21,554,231 
27,649,538 
32,592,925 
17,198,128 


$ per share 

on common 
$19.34 
21.17 
21.30 
17.57 
26.55 
19.29 
17.63 


Net Income 

$8,322,611 

9,027,669 

9,081,521 
11,100,388 
16,488,622 
15,025,413 
13,781,948 


Oper. Profit 

$8,900,777 

9,703,252 

9,512,863 
11,739,924 
17,126,899 
20,177,418 
24,010,967 


$ per share 

on common 
$6.90 
5.51 
14.20 
14.33 
8.32 


Net Income 
$1,003,196 
1,005,437 
2,041,053 
2,046,483 
1,326,961 
700,961 


Net Profits 
$1,013,196 
1,015,431 
2,082,053 
2,570,640 
1,668,671 
979,471 





good will was, and still is, for that matter, 
carried on the balance sheet at that total. 
lhe question of good will is one upon which 
no hard and fast rules can be laid down, 
and if the earning power of a company is 
of steady growth, and if such earnings are 
properly applied, much of the criticism that 
might be directed against the issuance of 
common stock for good will is rendered 
practically harmless. 

Another point is that such a business as 
that of Sears, Roebuck undoubtedly attaches 
to itself a substantial amount of good will, 
and as such, it is a real going asset. It may 
be figured that at the end of 1912 net assets 
applicable to the common stock, after de- 


upward. The table will show the range of 
prices for a period of years. 

Sears, Roebuck has no funded debt, and 
only $8,000,000 7 per cent. cumulative pre- 
ferred stock, the soundness of whose posi- 
tion is indisputable. The preferred is an 
issue entitled to rank with the best of the 
seasoned preferred issues, and its market 
price is a recognition of its standing. The 
common stock paid cash dividends of 7 per 
cent. annually from 1909 to the middle of 
1917, when the rate was raised to 8 per 
cent., where it is still. Naturally, Sears, 
Roebuck common at present prices will not 
attract anyone buying for the immediate in- 
come return, which is slightly less than 4 
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per cent. The stock is not to be bought for 
the quick turn, and is one which should be 
held for the advantages to be gained from 
the further growth of the business. Further 
stock dividends or rights of some nature 
are not an impossibility of the future. And 
in connection with business development, it 
may be added that in the first six months of 
1919, gross sales were $104,060,000, an in- 
crease of $15,000,000 over the same period 
of 1918. 


National Cloak & Suit 


National Cloak & Suit Co. is, of course, 
a much smaller concern than Sears, Roe- 
buck in every way, and a younger one. The 
company does not sell a greatly varied line 
of merchandise, and, as its name indicates, 
has confined operations to the sale of wear- 
ing apparel. In fact, the two companies 
are hardly comparable, but the National 
Cloak & Suit Co. is understood to have ex- 
pansion plans which, combined with its 
record, make its position of much interest. 

The headquarters of the company are 
located in New York, and it is said to be 
the largest mail order company in the East. 
But in 1918, about 50 per cent. of the total 
sales were in the territory west of the 
Mississippi. It is not strange, then, that 
the company is constructing a warehouse 
and distributing headquarters at Kansas 
City, and it is reported that these plants will 
be capable of handling $30,000,000 gross 
business annually. In 1918 the total sales 
of the company were $32,500,000, From 
this it may be inferred that the management 
is by no means satisfied with present busi- 
ness as representing what the concern is 
capable of, and has high hopes for the 
future. In connection with these plans to 
make more efficient the machinery for 
handling the Western business, it has been 
unofficially reported that it is possible that 
the line of merchandise will be diversified, 
and the company enter other lines than 
those of wearing apparel. The total of the 
business represented by over-the-counter 
sales is very small. National Cloak & Suit 
is said to have probably 1,500,000 active 
accounts. 

National Cloak & Suit was incorporated 
in 1914 to acquire the business of a com- 
pany by the same name which had been 
organized in 1903. Capitalization consists 
of $4,550,000 7 per cent. cumulative pre- 
ferred stock, upon which dividends have 
regularly been paid, and $12,000,000 com- 


THE MAGAZINE OF WALL STREET 


mon stock, which is receiving dividends of 
5 per cent. annually. The earnings record 
may be seen from the accompanying table. 
It has not been an even one, and has been 
subject to wide fluctuations. While gross 
sales increased almost $5,000,000 in 1918, net 
profits before taxes were cut almost in half, 
with a corresponding reduction in the 
amount available for the common stock. 

Net profits of $1,668,671, against a gross 
of $32,500,000, indicated that slightly more 
than 5 cents on every dollar of sales was 
profit, which compared with a margin of 
over 9 cents in 1917. It would not be safe 
to say that 5 cents represents the profit 
margin, although this has been under 10 
cents each year since 1913, at least. 

At the end of 1918, working capital stood 
at $5,039,000, compared with $4,690,000 for 
the previous year. Inventories were over 
$9,000,000, compared with $5,756,000 in 
1917, and notes payable to bankers had in- 
creased from $500,000 to $5,100,000. It 
was explained that the company ordered in 
and paid for, before the end of last year, a 
great deal of spring merchandise that in 
normal seasons would have been bought for 
January and February delivery. The com- 
pany at the end of 1918 had a reserve of 
$700,000 set aside from earnings to take 
care of a possiole readjustment of mer- 
chandise values. 

National Cloak & Suit carries good will 
at $12,000,000, which is the amount of com- 
mon stock outstanding. Deducting this, net 
assets applicable to the junior stock at the 
end of 1918 were equal to $40 a share, all 
of which has been apparently added since 
1913. 

Net earnings at present are running at an 
annual rate in excess of $1,500,000—with 
four big sales months just ahead. 

The preferred stock dividend would seem 
to be safe enough, and while the issue is 
perhaps not as seasoned as many others, it 
has a claim upon consideration. Naturally 
enough, the common is still in the specula- 
tive stage. The graph will show the price 
range, and it will be noted that it has always 
had a very fair quotation level. It is, 
perhaps, an issue not to be climbed for, but 
on declines in the market, might be picked 
up as a speculative commitment. The com- 
pany’s expansion plans may need capital, as 
growing pains in any business require funds 
for alleviation, and it would seem as if 
there were no immediate question of divi- 
dend increase, even though 1919 will prove 
to be a big earning period. 
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Strategic Switches in Railroad Issues 


What to Do With Railroad Preferred Stocks—The Elements of Un- 
certainty in the Railroad Situation—Unsatisfactory Features 
of Non-Cumulative Preferred Issues—Some Ad- 
vantageous Changes Into Junior Bonds 


By BENJAMIN GRAHAM 


HE immobility of the rails during the 
excited advance of the rest of the 
market occasioned no little surprise 

among investors. The truth is that all 
along there had been a fundamental weak- 
ness in the position of the carriers, which 
had received much less attention than it 
deserved, until brought rudely to the fore 
by the recent radical demands of the em- 
ployees. 

For some months there have been three 
basic elements in the railroad situation, 
which may be summarized as follows: 

(1) After January Ist next the stock- 
holders will be fully responsible for the 
finances of the carriers. 

(2) If the present operating results 
were then to continue, a majority of the 
systems would soon be in bankruptcy. 

(3) Remedial legislation by Congress 
has been confidently expected to avert the 
otherwise inevitable disaster. 

Observe that otherwise the danger ex- 
pressed in (1) and (2) is a definite in- 
controvertible fact, the relief indicated in 
(3) has been an absolute necessity, a near 
probability—but still not a certainty. With 
prudent investors probabilities—no matter 
how imminent—count less than actualities. 
Hence the hesitation to purchase the _rail- 
road issues despite the buoyancy of the 
general market. 

The scare created by the uncompromising 
attitude of the railroad brotherhoods has 
intensified the element of danger to our 
transportation system. The writer has 
contended that the railroad muddle has 
contained some possibility of financial 
disaster, and that until this doubt is 
definitely removed, it would be wise for in- 
vestors to guard against trouble, even 
should it never come. Hence his repeated 
counsel to switch from roads doing particu- 
larly badly under Federal operation to the 
few which have prospered—from B. & O. 
into Chesapeake; from St. Paul into Big 
Four; from Great Northern into Northern 
Pacific. 

The purpose of this article is to suggest 
means by which investors may strengthen 
their position, through changing, not from 
one railroad into another, be t from pre- 


ferred shares of small equity and unsatis- 
factory records into better secured and 
more desirable funded obligations. 


Drawbacks of Non-Cumulative Stocks 

Just as the most attractive form of in- 
vestment is theoretically the Convertible 
Bond, so the least attractive is the Non- 
Cumulative Preferred Stock. The two 
types are diametrically opposed. A good 
convertible can share fully marketwise in 
a company’s prosperity, but is well protected 
against adverse conditions. Its price can 
advance further and more easily than it 
can decline. The ordinary preferred shares 
can participate in no direct manner in in- 
creased earnings; and if they are non- 
cumulative, they suffer quick and irrep- 
arable loss when income diminishes. Their 
value can never increase greatly; it often 
undergoes decided shrinkage. 

These issues are especially vulnerable 
when the common stock is not receiving 
dividends. For in the usual case where 
the directors represent chiefly the junior 
shares, there is no incentive to continue dis- 
bursements on the preferred. The man- 
agement is likely rather to cast about for 
any plausible pretext to eliminate payments 
on the senior issue, and thus conserve earn- 
ings for later distribution to the common 
stockholders. The weakness of the non- 
cumulative preferred shareholders’ position 
in this respect is strikingly shown by the 
passing of the dividends on St. Paul Pfd. 
soon after that of the common. 

When the inherent disadvantage of non- 
cumulative preferred issues are coupled 
with the present uncertainty in the trans- 
portation field, the status of such railroad 
shares becomes particularly unfavorable. 
Although all may still turn out for the best, 
the writer believes that holders of B. &. O. 
Preferred, Southern Railway Preferred, 
Erie Ist Preferred and similar issues are 
in a fundamentally unsound position. The 
following definite suggestions for improve- 
ment are, therefore, made on the theory 
that prevention is better than cure. 


Baltimore & Ohio Preferred 


The lesson of St. Paul should be of par- 
ticular significance to holders of B. & O. 
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Preferred who have just seen the dividend 
passed on the junior shares. Since both 
the bondholders and common stockholders 
have now nothing to lose, and a substantial 
amount to gain, from the withholding of 
preferred dividends, it would not take much 
of an emergency to result in such action. 
The B. & O. situation has enough unfavor- 
able elements to make it unnecessary to 
cast around for pretexts. Operating re- 
sults have been miserable; interest charges 
have been steadily rising, and the company 
has recently obligated itself to lay aside the 
sum of $3,500,000 yearly for additions and 
working capital before paying preferred 
dividends. 

Holders of B. & O. Preferred who have 
faith in the ultimate salvation of the system 
and are averse to parting with their shares 
at these low levels, can improve their posi- 
tion materially at slight cost by switching 





TABLE I.—Dividend Record of Southern Ry. 
Pref. 

Paid 

Per Ct. Year 


Paid 
Per Ct. 


Paid 


Year Per Ct. Year 


5 





into the Toledo-Cincinnati Division 4s, due 
1959. These bonds were recently issued as 
the result of the C. H. & D. reorganization. 
They are secured by general mortgage on 
the latter mileage; but what is more im- 
portant, they are the direct and uncondi- 
tional obligation of the B. & O. They sell 
at 61, only six points above the preferred 
stock. 

The strategic advantage of such an ex- 
change is at once evident from the fact 
that the bond interest must be paid or else 
receivership ensues, and hence the road will 
do everything possible to avoid default. 
But the preferred dividend can be passed 
without inconvenience to any one except the 
preferred stockholders, who are powerless 
to protect themselves. It would need only 
two years’ suspension of dividends to bring 
the cost of the 4% bonds below that of the 
preferred. On the other hand, even were 
dividends continued, a mortgage obligation 
would surely be worth at least six points 
more than the 4% non-cumulative pre- 
ferred of the same road. 

To those who are anxious to part com- 
pany with B. & O., and yet are averse to 
reducing their income or increasing their 
investment, the writer suggests a switch 
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into Buffalo & Susquehanna 4% cumulative 
preferred selling at 51. This issue, although 
listed in both Philadelphia and New York, 
is but litthke known and not sufficiently 


TABLE II.—-Price Range of So. Ry. Pref. and 
Gen. & Dev. 4s 
Gen. & Dev. 4s 
Year i High Low 
79% 76% 
78% 
76% 


appreciated. In 1917—the last year before 
Federal operation— preferred dividends 
were earned four times, and $16 per share 
was shown for the common. 

The 4% dividend on the preferred has 
been paid since the beginning of 1915 and 
the common has been receiving 7% since 
January, 1917. A peculiar feature of Buf- 
falo & Susquehanna is that its fixed charges 
and preferred dividends combined are more 
than covered by its income from invest- 
ments and equipment hire, exclusive of di- 
rect operating profits. It is extraordinarily 
well supplied with cars and engines for a 
road of its size. 

Southern Railway Preferred 


An interesting commentary on our gen- 
eral idea of switching from non-cumulative 
preferred stocks into junior bonds is found 





TABLE III.—Price Range of Erie Ist Pfd. and 
4s, “Series B’ 


Ist Pfd. 


4s,“Series B” 
Low High L 
47% 80% 

33% 


Year High 
Ee 57% 


a 3614 
1919 to date... 33 





in a colloquy recorded in the minutes of 
the annual meeting of the Southern Rail- 
way held in 1917. A stockholder remarks 
that the irregularity of the preferred divi- 
dend is a great disadvantage and that many 
owners of this issue would be willing to 
have the nominal rate of payment reduced 
if they could be assured of a continuous 
income. To this an investment banker re- 
plies that precisely this result can be ob- 
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tained by switching from the 5% non- 
cumulative preferred into the 4% General 
and Development 4s, then selling at the 
same price. 

At this writing the bonds are quoted two 
points below the preferred, and the advan- 
tage of the exchange is even more apparent 
than three years ago. Investors should not 
be misled by the apparent difference of 
1% in the face return of the two issues. 
A glance at the accompanying dividend 
record of Southern Railway Preferred will 
establish that the 5% rate on this security 
has been pretty much of a snare and a delu- 
sion. For only six years out of the last 
twenty has the full 5% been paid, and the 
average return for the two decades has 
been but 2.82%. 

There is significance in the fact that even 
this year—when the road’s financial posi- 
tion appeared so much stronger than before 
the war—the April dividend was deferred 
for three months. Despite the advantages 
brought by the great war boom in the 


TABLE IV.—Price Range of M., K. & T. Pfd., St. Louis Div. 4s and Tex. & Okla. 5s 
T. & O. 5s 
High 
69 


St. L. 4s T. & O. 5s 
High Low High Low 
78 76 — 
78% 77% 101% 101% 
99% 97 
69% 68 


Pfd. 


51 
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than Missouri Pacific Preferred—despite 
the difference in price—because the rail- 
road situation hardly holds forth much 
promise of early dividends on the stock. 
Erie First Preferred 

No doubt there are many unwilling 
owners of Erie First Preferred at much 
higher than present levels, who cannot sum- 
mon the courage to admit their mistake, 
pocket their loss—heavy as it may be—and 
put their money into an asset in place of a 
liability. For those who, like Mrs. Micaw- 
ber, will never desert their Erie, there is a 
chance to obtain at least a return on their 
capital and a prior claim on the road’s 
earnings, by switching from the First Pre- 
ferred at 30 into the “Series B” 4% Bonds 
at 46. The many who will hesitate to pay 
the sixteen point difference involved would 
do well to reflect that it is twelve years 
since Erie First Preferred has received a 
dividend, while the bond interest has been 
paid regularly during all this period. A 
similar switch made at a twenty point dif- 





St. L. 4s 
High Low 
46 37 


Pfd. 
i Low 


10 


Low 
49 
45% 
30 
50 


27 


7 
6% 


8% 25 





South, the permanence of the Southern 
Railway preferred dividend is still far from 
established. But ever since the 4% bonds 
were issued, their interest payments have 
of course been met promptly and in full. 
To paraphrase the Scriptures—better a 4% 
bond where safety is, than a 5% preferred 
and uncertainty withal. 


Missouri Pacific Preferred 

There is a striking similarity between 
the situation in Southern Railway and in 
Missouri Pacific, with respect to their pre- 
ferred stocks and 4% bonds. About a year 
ago “MOP” general 4’s were selling at the 
same price as the preferred, but they have 
since been forgitig ahead and now range 
about five points higher. The greater 
relative strength of the bonds here than in 
the case of Southern Railway is doubtless 
due to the failure of Missouri Pacific to 
initiate preferred dividends. But Missouri 
Pacific preferred is cumulative from June 
30, 1918, and thus enjoys an important ad- 
vantage over Southern Railway Preferred. 
Under the present circumstances, however, 
we would much rather own the general 4’s 


ference in 1908 would now show the in- 
vestor a forty point profit, because of the 
advantage of payments of interest over 
prospects of dividends. 

In 1916 the company’s sudden prosperity 
inspired high hopes in the oft-deceived 
stockholders, but these too were doomed 
to disappointment. The subsequent fall in 
Erie’s earnings was even more precipitous 
than their rise; and judging from the 
miserable exhibit since 1917, preferred 
dividends appear as far away as ever. 
Those who switch now into the 4% bonds 
will be rapidly recovering, in the form of 
interest, the additional capital investment 
involved at this time. But should in the 
meantime the hapless Erie be swept into 
the outstretched hands of the ever-ready 
receiver, then the difference in equity be- 
tween bonds and preferred shares should 
be well worth the margin in price. 


Missouri Kansas & Texas Preferred 

The traditional immortality of pussy cats 
is again exemplified by the sudden recru- 
descence of “Kitty,” after all the financial 
doctors had pronounced her dead. But 
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while the multitude may applaud the phe- 
nomenon, ’tis a spectacle to make the 
judicious grieve. For those who have been 
paying court to “K-K-Katy” common at 14, 
and preferred at 23, are probably not aware 
that a 4% bond, carrying 12% in accu- 
mulated interest, is selling at 27, and 
certificates of deposit for a 5% bond with six 
unpaid coupons have recently been offered 
“over the counter” at 28. We refer re- 
spectively to the St. Louis Division Re- 
funding 4’s and the Texas & Oklahoma 
First Mortgage 5’s. It is worthy of note 
that in 1916 the former issue sold 25 points 
and the latter fully 40 points above the 
preferred stock. 
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Needless to say, we are not dealing here 
with the choicest liens of this many mort- 
gaged system. Our analysis of _ these 
issues in the October 12, 1918, number of 
THE MAGAZINE OF WALL Street explains 
why they rank among the lowliest of M. K. 
& T. obligations. But a bond, however 
humble, enjoys unquestioned priority over 
the preferred stock of the same road. The 
long deferred reorganization is expected to 
be consummated soon after “Katy” is re- 
turned to private operation. At that time, 
with assessments to be levied and holdings 
to be cut down, the advantage of a mort- 
gage bond over a stock issue should be 
brought home in unmistakable fashion. 





American Can Common a Near 


Dividend Payer 


“Plowing In” of Earnings Has Placed Stock in Strong Position— 
Five Per Cent Rate Is Intimated 


By SCOTT B. MASON 


ALK of a dividend on American Can 
T common has been so prevalent in 
the past that to mention it at this 

time might seem commonplace except for 


the significant statement of President 
Wheeler at the company’s annual meeting 
in February. 

Mr. Wheeler then stated, in effect, that 
dividends on the common could not be con- 
sidered until August, at least. That time 
has now arrived, and it would not be sur- 
prising if the directors reached an affirma- 
tive decision within the near future. 

In support of this theory, it is pointed 
out that President Wheeler’s remarks evi- 
dently were carefully considered before 
they were made public—that profits from 
government contracts would be realized 
this year and last, but not least, that the 
company would be sufficiently readjusted 
to a more normal basis so as to be in a 
better cash position through the reduction 
of its large inventories. This item has had 
a remarkable annual jump during the last 
three years as the following figures indi- 


cate: 
$13,254,321 
The large expansion, however, is in line 


with the great development of the industry 
as a whole, and while it appears that the 


company was carrying too much tin plate 
and other materials as of December 31, 
1918, it must be remembered that all signs 
pointed and, as a matter of fact, still favor 
a continuance of large production this year 
and next. 

President Wheeler stated to stockholders 
in this connection: “Contracts already 
taken and trade reasonably assured, promise 
a volume of business for 1919 which should 
compare favorably with 1918, last year, 
being the largest in the company’s history 
for the number of cans and packages made 
and delivered.” 

The basis of valuation, of course, is an 
important item, but it was officially stated 
that “the inventory has been conservatively 
taken on the same plan as last year.” This 
indicates that the tin plate stocks were 
taken into account at pre-war prices which 
was the plan pursued in 1917. Conse- 
quently, it would appear that the company 
has little to fear from a loss due to any 
decline in trade prices. This thought is 
further reenforced by omission of the usual 
“Reserve Against Falling Prices” (which 
sO many corporations set up during the 
war) in Can’s 1918 balance sheet. As tin 
plate prices have remained on a relatively 
higher level, it would not be surprising if 
actual values were now considerably 
greater than the report showed. 





AMERICAN CAN COMMON 


Company Plows in Earnings 

Not so many years ago Can common was 
regarded to represent “water,” but earnings 
have been plowed back into the property 
at such a rate that an entirely different 
viewpoint can now be taken. 

During the last five years (from 1914 
to 1918, inclusive) the total earnings were 
$62,504,033 and after setting aside reserves 
for Federal taxes, interest and preferred 
dividends, approximately $28,235,000 repre- 
sented undistributed cash earnings. It is 
interesting to note in this connection that 
the deductions for dividends on the pre- 
ferred also contain back dividends on that 
issue amounting to $3,696,854 which were 
paid in 1917. The $28,235,000 of undis- 
tributed earnings were used to strengthen 
the company’s position, a liberal proportion 
of this amount being charged to deprecia- 
tion, which amounted to $11,100,000. The 
remainder was devoted to increasing facili- 
ties, ete. 

American Can early went into the busi- 
ness of manufacturing munitions and 
although its experience with the Russian 
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connection were practically all written off 
through amortization and the company had 
the additional privilege of acquiring newly 
constructed, or so-called “increased facili- 
ties,” at a relatively low price. While these 
assets may be carried at low valuations, yet 
the company can in all probability revalue 
them in the future, if desired and thercby 
add substantially to its surplus account. 

Owing to the incomplete state of some 
war contracts, only a portion (and in all 
likelihood a small one) was taken into 
1918 account, but adjustment of the com- 
pany’s relations with the government 
guarantees the realization of a substantial 
profit this year. 

Has Ample Working Capital 

The comparative figures shown herewith 
indicate the rapid growth in working capital 
since January I, 1914 (000 omitted) : 
Current 
Liabilities. 
$1,916 

3,122 

5,929 
12,184 
17,590 


Current 
Assets. 


Working 
Capital. 
$15,744 
16,799 
22,626 
30,154 
35,510 


CAN’S BALANCE SHEET SHOWS GROWING SURPLUS 


Assets— 

Plants, real estate, patents, ete 
New construction— 

Other invest. items 

Cash 

Accounts and bills rec 

Mat. and prod. inv 

Adv. to export dept 


Total assets 
Liabilities— 
Common stock 
Preferred stock 
Debenture bonds 
Contingent funds 
Surplus 


Accrued int. on debenture bonds.................. 


Accounts and bills pay 
Div. payable Jan. 1 
Res. for Fed. taxes 


Total liabilities 


1917 
$90,203,080 


1918 
$91,657,430 


1916 
$84,682,033 


1,935,752 
3,620,912 
6,113,350 
13,254,321 
5,567,486 


$115,173,854 


1916 
$41,233,300 
41,233,300 
12,386,000 
3,279,541 
11,112,232 


258,042 
4,949,857 
721,582 


641,075 
7,562,430 
10,640,058 
24,136,484 


106,330 
4,298,907 
13,317,883 
35,484,402 








$133,183,126 


1917 
$41,233,300 
41,233,300 
11,872,500 
4,237,543 
16,421,906 
247,344 
11,215,651 
721,583 
6,000,000 


$144,864,952 


1918 
$41,233,300 
41,233,300 
11,329,000 
6,942,107 
19,536,401 
36,021 
16,633,240 
721,583 
7,000,000 


$144,864,952 





$115,173,854 $133,183,126 





contracts did not result as favorably as had 
been anticipated, yet entry of the United 
States into the war offered the company 
new opportunities for profits which were 
not disregarded. It is said that little, if 
iny of its normal facilities were engaged 
in turning out war orders, as the company 
added to its facilities, equipped abandoned 
plants and leased others for this work. 
Material and equipment purchased in this 


It will be noted that working capital rose 
from $15,744,780 in 1914 to $35,510,348 
at the end of 1918, or an increase of 125 
per cent. 

Capitalization and Equities 

American Can was incorporated in 
March, 1901, as a consolidation of numerous 
companies which manufactured tin cans, 
boxes and containers used for the packing 
of fruits, vegetables, meats, coffee, tea and 
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numerous other food products. Owing to 
the scarcity of tin plate a few years ago, 
and the necessity of conserving it for war 
material, the company went into the manu- 
facture of fibre cans and containers in 
general, which end of the business has 
proved very successful and is capable of 
larger development. 

Capitalization consists of $44,000,000 of 
7 per cent. cumulative preferred and $44,- 
000,000 of common stock, of which there is 
$41,233,300 of each issue outstanding. The 
company also has outstanding $11,327,000 
of 15 year 5 per cent. debentures due on 
February 1, 1928, which are being retired 
through sinking fund established on May 1, 
1914, and are redeemable at 10214 and in- 
terest on any interest date—February 1 
and August 1—on sixty days’ notice. There 
is also an issue of 6 per cent. serial nates 
amounting to $12,000,000 due monthly from 
September to December, 1919. 

Net tangible equities behind the common 
stock on December 31, 1918, were approxi- 
mately $64 a share, which, plus those of an 
intangible value, indicates total equity of 
about $164 a share. 

Earnings and Dividends 

Indicated average earnings on the com- 
mon stock for the last five years were a 
little better than 10 per cent. and approxi- 
mately 6.15 per cent. over the last ten 
years. It is evident that the company can 
well consider a distribution to the common 
stockholders, even bearing in mind the 
maturity of the serial notes this year, as 
settlement of government contracts and in- 
come from current sales should improve the 
cash position. 

Arrears on the preferred dividends were 
paid in 1917, since when the 7 per cent. 
distribution has been made regularly. This 
issue is well protected by equities and earn- 
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ings, and is quoted at this writing around 
103, which makes the yield a fraction less 
than 7 per cent. The stock of this company 
is regarded favorably as an industrial 
investment. 

It has been intimated that initial dividend 
for the common stock will be on a 5 per 
cent. basis, which at present market ,quota- 
tions (around $50), would result in a yield 
of about 10 per cent. The effect of such 
action on the market course of the stock 
is obvious, of course, and as the business 
of the company is of a fairly stabilized 
character, a 5 per cent. dividend not only 
could be maintained, but also probably be 
increased later. 

The stock sold at a low price of $3454 in 
1918, compared to a high of $5034. In 
February, 1919, a low of $4274 was reached 
in anticipation of an unfavorable annual 
report, but quickly rallied and has since 
sold at $6r. 

Additional equities have been placed be- 
hind the stock as a result of operations so 
far this year and the sales outlook assures 
large scale activities for several years, at 
least.. In addition to increased production 
available from plant construction, the com- 
pany recently leased a big plant in Brooklyn 
at a rental said to aggregate more than 
$1,000,000 a year. The government’s “anti- 
trust” suit against Can is scheduled to come 
up next October, and if one should accept 
the theory that the company will lose, the 
effect may be bearish temporarily. 

On the other hand, the record of un- 
scrambling “trusts” usually has turned out 
very favorably marketwise, and American 
Can should not prove an exception. Around 
present levels, the common is a decidedly 
attractive speculation for those who are on 
the lookout for a “near dividend” payer 
and have the patience to await the material- 
ization of their judgment. 





WHEN THE HORSE IS GONE 


WHEN the horse is gone there is always 


much closing of doors. So we have 
been told for centuries. But where is there 
a prevention of theft? No answer for ages. 
The police walk the streets. And in their 
way they do a good work when called in 
after you've caught the thief, but the catch- 
ing is yours. Take for example the pro- 
miscuous selling of stocks. Printers grow 
rich on the making of shares. And who is 
there who hasn’t a trunk full of them 
somewhere? 

Those who have lost refuse to allow you 
to think they have speculated. They at- 
tempt to justify themselves by the occa- 
sional and exceptional winner whom they 


know to be a speculator, but who calls 
himself an “investor.” It is this difference 
which is the keynote. Where the profits 
promised are tremendous the chances are 
that the scheme is a speculation. Where th: 
return is a conservative one the chances are 
that there will be a return because it is an 
investment. 

There are scores of reputable guides who 
know the wheat from the chaff. Not old- 
fashioned “bucket-shop” rogues who win 
both ways. Decent men who have earned 
the right to guide other men by a study of 
the Suaipesess in which cay ~ 3 
inves welcome the ice. a 
Kaufman, in N Y. Globe. - P 
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Chandler Motor’s Strength 


Increased Production—Solid Financial Structure — Interest in Sub- 
sidiary Cleveland Motor Co.—Steady Dividend Rise, and 
Heavy Surplus Accumulation 


DITOR of THe MaGazine or WALL 
STREET : 

For year ending December 31, 1918, 
Chandler’s output was about 60 cars a week, 
or 3,000 cars a year. This year’s output is 
over 600 cars a week, and at the present 
rate of production the output for the year 
will be about 30,000 cars, which is ten times 
as much as the 1918 output. 

The financial statement for year ending 
December 31, 1918, showed a net profit of 
$2,194,618 after depreciation. This is equal 
to earning about 30% on the total capital 
of $7,000,000. This Company has neither 
preferred stock nor bonds. 

Inasmuch as the Company has not in- 
creased its capital, and is doing ten times 
as much business this year as. it did in 1918, 
it is reasonable to allow that they will make 
the same margin of profit per car, and on 
this basis the Company should earn over 
300% on the total capital this year. 

In addition to this I understand that the 
Chandler Motor Car Company is interested 
in the Cleveland Automobile Company 
which is doing a prosperous business, hav- 
ing received orders to date for over 32,000 
cars, and the common stock of this Com- 
pany is selling for over $650 a share. 

The Chandler Motor Car Company’s 
stock is now quoted around $250 a share, 
and taking into consideration the small 
capitalization and the excellent earning 
power of this Company, as illustrated above, 
this stock should be selling at a very much 
higher price in the near future.—H. R. G., 
Montreal. 


While you are right in thinking highly of 
Chandler Motor Co., your optimism seems 
to have run a little ahead of facts. The 
company’s output of cars for 1918 was not 
3,000, but about 9,750, according to three 
independent authorities. At the same time, 
this year’s production will probably not be 
in excess of 20, cars, which represents 
about the full capacity of the company’s 
plant, according to the information available. 

According to the latest reports, while the 
company is unusually well situated as to 
working capital, it is not entertaining any 
ideas of increasing its present capacity in 
the immediate future, although its market is 
well assured. 

What probably made you think its pro- 


duction would be in the neighborhood of 
30,000 cars for this year was the report pub- 
lished some time ago that the company’s 
output was 627 cars a week, which, if con- 
tinued throughout the rest of the year, 
would amount to about that much. Unless 
the later figures are wrong, however, this 
represents an unusual spurt in production, 
which will not be maintained till the end of 
1919. In the light of these corrected fig- 
ures, your estimates as to Chandler’s earn- 
ings for this year will have to be consider- 
ably revised. It therefore seems as if the 
1919 production will be twice, and not ten 
times, the 1918 output. 

The other statistics you quote are correct 
according to the sources which we have used 
to check them up, with the exception of 
your quoted price on Cleveland Automobile 
Co. According to a news item of the mid- 
dle of last month, the common stock of this 
company was selling at $700 on July 11, 
while on June 26 it was reported at $300 bid. 

This showing is all the more remarkable 
because the stock was originally distributed 
as a bonus with the 8% cumulative pre- 
ferred stock which was offered to Chandler 
stockholders at its par value, $100, when 
the Cleveland Automobile Co. was organ- 
ized in February. As there are only 14,000 
shares of the common outstanding, without 
par value, and the same amount of pre- 
ferred, the price fluctuations are easy to 
understand. The new company is to manu- 
facture and sell a smaller and lower-priced 
car than the Chandler, which will not in 
any way compete with it. The interests 
behind it are the same as those behind 
Chandler. 

The figures stated for the Cleveland Co.’s 
orders on hand tally with recent reports, 
which, however, state that the company’s 
production capacity is estimated to be 
15,000 cars for the year July 1, 1919-1920, 
with a planned production of 25,000 for next 
year. The company is expected to begin 
shipments about the end of July. 

The older concern, Chandler Motor Car 
Co., has enjoyed phenomenal prosperity all 
along, ard now is facing even better pros- 
pects in common with all the well-estab- 
lished motor companies. In the three 
years of its existence it has earned $69.50 
per share of common, which is its only cap- 
italization, and has distributed $32 in divi- 
dends, the rest going into the business. Its 
1919 record should be even better. 
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Current Stock Offerings 


» or salient facts concerning current stock offerings. No opinion or rating of any kind is attempted, and 
the purpose is purely to keep the reader informed on the more important issues. 


AMERICAN SHIP AND COMMERCE CORPORA- 
TION. Incorporated under the laws of Delaware 
to acquire without change of management control of 
William Cramp & Sons and also Kerr Navigation, 
which directly or indirectly is to engage in import or 
export business and allied industries. In addition 
company will have substantial cash balance in its 
treasury available for its corporate purposes. Net 
total assets of Cramp per share of common as of 
Dec. 31, 1918, $253, and net earnings running at rate 
of about 30% on the common. Net earnings of Kerr 
Navigation estimated at $3,000,000 before taxes in 
1919 without regard to earning power of new capital. 
Authorized capitalization: 1,500,000 shares of no 
par; to be presently issued not less than 300,000 
shares. Reserved for exchange of Cramp stock, 304,- 
900 shares. Directorate includes a- number of very 
prominent names. Stock offered at $40. 


DAFOE-EUSTICE. Business founded about 10 
years ago for the manufacture of canvas products 
and automobile canvas specialties. Plant facilities con- 
sist of modern fireproof factory of concrete and stecl 
mill construction containing 40,000 square feet and 
20,000 square feet under construction. Principal 
product at present is the Ustus Limousette, one of 
the most useful attachments devised for Ford cars. 
This material can be used in a number of other cars. 
Product well advertised. Contracts have already been 
closed for over 75,000 of these limousettes and 35,000 
for delivery this season. Company’s gross business 
last year from products other than the Ustus Limou- 
settes was over $1,500,000 and a conservative esti- 
mate of net earnings for the fiscal year ending May 
31, 1920, is $435,000, which is equa) to over $4 per 
share. Capitalization, 100,000 shares of no par value. 
60,000 shares of stocks pooled under limited contract 
to be retained by the controlling interest of the com- 


pany. 
THE H. W. GOSSARD 7% CUM. P 


Company is one of the largest manufacturers of corsets 

and brassieres in the world. Business established in 
1897. Net tangible assets equal to more than $232 
per share of preferred and net current assets to more 
than $168. Sales have been showing rapid expansion, 
and preferred dividends are well protected. Liberal 
sinking fund and issue carefully protected as to crea- 
tion of mortgage indebtedness and the maintenance 
oi current assets. Capitalization $1,000,000 7% cumu- 
lative preferred and 75,000 shares of common, no par 
value. Free from personal property tax in Illinois. 
Offered at 98 to yield 7.18%. 


INDIAN PACKING CORPORATION. Company 
has acquired an’ owns all of the capital stock of the 
Iudian Packing Company, the Green Bay Packing 
and the New England Supply Companies. Plants are 
owned in fee and clear of all encumbrances and have 
been mannfacturing and distributing canned meats 
for about three years. Products known under name 
of “Council Brand.” Net profits for six months 
ended June 30, 1919, were about $984,330 before 
taxes. For the next twelve months gross earnings 
are estimated at $10,000,000. Balance sheet appears 
very satisfactory. Capitalization 425,000 shares of no 
par value. Number of very reliable persons stated 
to be connected with enterprise. Application will be 
made to list stock on New York Stock Exchange. 


KNICKERBOCKER MOTORS, INC. Company has 
factory at Poughkeepsie, where it manufactures 
small farm tractors. Type of tractor stated to 
be most popular used at present and can do 
all the power work necessary on a farm. Policy to 
manufacture only tractors which can be utilized for 
plowing and cultivating the small farm, and is pro- 
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duced in large quantities. Profits stated to be very 
large on type of tractor manufactured. Company has 
been in business for three years, succeeding the 
Knickerbocker Motor Truck Manufacturing Co. 
Managed by men who have met with success in in 
dustry. Capitalization: Authorized, 50,000 shares, par 
$10; outstanding: 19,261; in treasury to be sold, 
29,000 shares. 


MINNEAPOLIS STEEL & MACHINERY 7% CUM. 
PREFERRED. Company, established in 1902, has 
since developed up-to-date plants for the fabrication 
of structural steel and for the manufacture of al! 
kinds of machinery. Main plant at Minneapolis, also 
owns two subsidiary companies. Proceeds of issue 
will be used to provide working capital to care for 
expanding needs of business. Dividend requirements 
earned on average of 3% times over in each of the 
past 7 years. Net quick assets, $261 per share; 
total assets, $353. Issue carefully protected as to 
assets and Creation of further mortgage indebtedness, 
and liberal sinking fund. Capitalization authorized, 
$3,000.000 7% preferred and $3,000,000 common; 
outstanding $2,000,000 preferred and $1,500,000 com- 
mon. Offered at 100 to yield 7%. 


PACIFIC GAS & ELECTRIC FIRST @% CUM 
PREFERRED. Company is one of the four largest 
public utility companies in the United States. A very 
substantial property and has good prospects. Divi 
dend requirements earned on average of more than 
twice over during past five years. Dividends paid 
on preferred stock since 1909. Property well main- 
tained. Stock has established market in New York, 
Chicago and a nunber of other leading cities. Ex- 
empt from personal property tax in California. 
Offered at 89 to yield 6.74%. 


J. C. PENNY COMPANY 7% CUM. 

Operates largest chain of department stores of its 
kind in the world. Average net earnings after profits 
for past six years over 4 times dividend requirements. 
Net quick assets, about $200 a share. Record busi- 
ness predicted for 1919. Liberal sinking fund and 
careful restrictions as to maintaining of assets and 
creation of moitgage indebtedness. Application will 
be made to list this stock upon New York Stock 
Exchange. Offered at 98 to yield about 7.15%. 


oa te OIL OF N. J. 7% CUM. 
STOCK. 


PREFERRED 
. First time in history of Standard Oil 
properties that increasing business has been financed 
by issuing new securities. Previously cared for out 
of earnings. To be issued to amount of $100,000,000, 
equal to outstanding common stock. Proceeds to be 
used to expand and care for large foreign business 
Offered to stockholders share for share of holdings 
at par. Asset values behind preferred, $562. Divi- 
dends earned with very wide margin. Now quoted 
on curb at about 113-115. At subscription price, 100, 
yields 7%; at curb price, about 6.15%. 


TACONY STEEL 8% CUM. PREFERRED. Issue 
of Delaware corporation formed to take over N. J. 
company of similar title. Issue to help pay for these 
shares and to furnish additional working capital. Plant 
located near Philadelphia and comprises all machinery 
and accessories necessary for a complete unit. Earn- 
ings of company in past three years covered dividend 
requirements with wide margin. Asset values sub- 
geneely eater than preferred stock issued. Sinking 
fund of £ 4% % of maximum amount of preferred issued 
at any time to be set aside quarterly AJ redeem issue 
at 105. Capitalization authorized: $1,200,000 purchase 
money of New Jersey Co., $1, 500,000 preferred and 
25,000 shares of common, par value, $5. Outstanding 
or to be presently issued: $1,200,000 purchase money 
mortgage, $500,000 preferred and 21,270 shares of 
common, Offered at 97 to yield 8.25%. 








Trade Tendencies 
As Seen by Our Trade Observer 
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The average investor has neither the time nor the opportunity to follow develop- 
ments in the various industries, although such developments at times are of vital impor- 


tance in the consideration of the long range prospects for securities. 


This Department 


will summarize and comment upon the tendencies in the more important trades as 


expressed in the authoritative trade publications and by recognized 
As the general tendency in a given trade is but one of the many 


various industries. 


in the 


leaders 


factors affecting the price of securities representing that industry the reader should 
not regard these Trade Tendencies alone as the basis for investment committments, but 
merely as one of many factors to be considered before arriving at a conclusion.—Editor. 


Railroads 
Government Ownership a Live Issue Again 


With a strike of shopmen all over the 
country, and the impending strikes of other 
railway. employees if their demands for higher 
wages or lower living costs are not granted, 
and with the more ominous but less definite 
threat of a strike covering the whole railroad 
industry if the roads are returned to private 
ownership, the railroads have leaped into the 
center of public attention. One significant 
effect has been that discussion of the railroad 
problem, which in the words of Chairman 
Esch of the House Committee on Commerce, 
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had regarded “Government ownership as a 
dead issue,” is now confronted with that pos- 
sibility by the recent action of officials of the 
railroad brotherhoods. 

Business as a whole has expressed its disap- 
proval of the plan, as shown by the opportune 
results of a questionnaire which the United 
States Chamber of Commerce had been send- 
ing out for some time. This showed that 99 
per cent of the persons asked were opposed to 
nationalization. 

The particular plan which the workers 
would have accepted is that drawn up by 
Glenn E, Plumb, counsel of the railroad 


brotherhoods. It provides for the purchase of 
the railroads by the Government, bonds to be 
issued in payment therefor. The executive body 
would be a board of fifteen directors, five rep- 
resenting the Government, five the railroad 
workers, and five the present operating man- 
agement. One-half of all earnings above the 
interest on the bonds would go to the Gov- 
ernment for extensions and retirement of 
bonds, the rest would be divided among the 
officers and the workers. 

Significantly, also, the manifesto in which 
the officials of the brotherhoods announced 
their intention of fighting for this program, 
stated that if successful in e case oO 
railroads, the principle of nationalization 
would be extended to other basic industries. 
The alignment of sides on this issue has pre- 
sented no surprises to date—those who ioe 


come out ~ the scheme have been op- 


posing it all along, and the same holds of 
those who have been defending the plan. 

This new issue is driving all the other pro- 
posed solutions of the railroad puzzle out of 
public attention, for the time being, at least. 
The effect of the new diversion of interest is 
problematic, but it is likely that what changes 
it does make in the final draft of our rail- 
road policy will be in the direction of greater 
nationalization. 


Steel 


Irregular Movement 


The distinctive quality of the steel situation 
of the last few weeks has been the wide spread 
between the prosperity of different branches 
of the industry. While some products, like 
wire, sheet and bar steel, are heavily sold up, 
and even in some cases advancing prices, other 
classes of mills are not much better off than 
they were back in March. Among these latter 
are the rail and equipment makers, who of 
course are hampered by the general uncer- 
tainty of the railroad policy of the future. 

The industry as a whole reports progress, 
each new estimate of production being an 
advance over the one before. Steel output for 
the entire country is now estimated at 75% as 
compared with 70% a few weeks ago and 
about 60% in May. It must be remembered, 
too, that capacity is greatly increased over the 
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pre-war figures. In fact, present production 
is some 15% over the entire capacity of the 
steel industry in 1913, and about equal to the 
capacity of 1914. Exports have increased 
heavily, so that present domestic consumption 
is below the figures for 1912-13. 

When this latter item comes up to ‘its full 
demand steel output should show substan- 
tially better figures. One great factor in this 
expected improvement will be the final placing 
of the long-deferred railroad demand, which 
has slowed up output in certain important 
branches: of the industry so far. To some 
extent this has been made up by foreign 
orders, but a considerable and sudden im- 
provement may be expected in this field with 
the formulation of a concrete railroad policy 
by Congress, and with some definite action by 
the roads on the Railroad Administration 
equipment trust plan which is now before 
them. 

Export prospects are particularly good, as 
American steelmakers are at present able to 
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undersell any European competitors by a wide 
margin, because of the grave coal situation 
in England and the enfeebled state of the 


German steel industry. Japan, France and 
Italy have been among our heavy customers 
so far, and the French demand may be ex- 
pected to increase materially following the re- 
cent lifting of import restrictions on all classes 
of manufactured iron and steel products ex- 
cept arms and ammunition. 

The one disturbing element here is the 
foreign exchange situation, which is particu- 
larly bad in the case of France, as francs have 
fallen furthest of all foreign currencies in the 
downward movement of foreign exchange 
which started in July. 


Labor Troubles in the Air 


That there are possibilities of serious 
trouble in the labor situation is admitted by 
steel men in view of the recently-announced 
plans of twenty-four unions to call a vote on 
the question of striking to enforce recognition 
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of the unions by the steel companies, which 
have hitherto steadily refused to treat with 
the employees’ organizations as such. Pros- 
pects are bright for a peaceful settlement, how- 
ever, as a large proportion of the workers are 
stockholders to a greater or less extent in the 
U. S. Steel Corporation, and many of the 
other leading producers have _ instituted 
schemes of one sort or another looking toward 
some form of co-operation between capital and 
labor. 

In view of the labor shortage and the just- 
reviving state of the industry, now would be 
a particularly critical time for any large-scale 
labor disturbance. The steel men would be 
particularly unable to afford it now in view 
of their attempts to create and maintain a 
world market for their product, as their ex- 
port trade would be badly hit by a serious 
strike and would not be able to resume busi- 
ness until other countries had _ recovered 
enough to endanger our export position. 


Coal 
More Light on the Coal Situation 


The investigation now being conducted by 
the House Committee on Rules of the coal 
situation has brought out the fact that the 
situation in anthracite is vastly different from 
that in bituminous. The National Coal Asso- 
ciation, which has been encouraging propa- 
ganda designed to show the existence of a 
potential shortege and the need of large orders 
by consumers to avert it, is interested in 
bituminous coal, in which the shortage of 
orders is a very real and embarrassing phe- 
nomenon, 

There are enough bituminous mines to 
produce all the coal needed, and there is no 
distressing shortage of labor; the main trouble 
in this line has been that consumers have been 
unusually slow about turning in orders, thus 
preventing the mines from working at any- 
where near their normal capacity. A factor 
that has contributed greatly to this state of 
affairs has been the presence of large stocks 
of coal accumulated during war time, which 
industrial consumers have insisted on using 
up to the last lump without making any effort 
to replenish supplies, in hopes of a fall in 
prices. For this reason bituminous coal pro- 
duction is well below normal at the present 
time, and particularly in the larger sizes, oper- 
ators have had to stock up heavily pending 
sales to dealers and big consumers. 

In anthracite the situation is just the other 
way. Many domestic consumers, frightened by 
the shortage talk, and not realizing that the 
particular variety of coal that they consume 
is only about one-seventh of the total coal pro- 
duction of the United States, and is affected 
by different market and price influences than 
bituminous, have hurriedly placed future 
orders with dealers, to be met with the in- 
formation that their orders could not be filled 
for a month or more to come. This situation 
has caused them to discredit the whole coal 
shortage talk as mere bunk calculated to cause 
a heavy immediate demand, and thus enhance 
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—. The fact of the case is that anthra- 
te production is not far from normal, and 
Wi vith fair labor and transportation conditions 
heat satisfy normal needs. In fact, it is 
aid that, with the exception of the two war 
cars, the distribution of anthracite coal to 
di date is greater than that for any similar period 
known before. 
Greater evenness of distribution and the 
avoidance of some unnecessary hardship is 
expected from the adoption of the new plan 
of the anthracite coal operators, whereby those 
sections of the country which are furthest from 
the mines, and whose transportation facilities 
are most likely to be unable to stand the 
strain of winter coal traffic, are being supplied 
with their hard coal first. Dealers say that 
they are almost through with the more out- 
of-the-way markets, and can now begin to 
supply the larger and more accessible centers 
like New York, Boston, Philadelphia and the 
like, which can depend to some extent on day- 
by-day distribution, if the worst comes to the 
worst. This new order of priorities in coal 
distribution explains why domestic consumers 
in the bigger cities who have been influenced 
by “Buy Your Coal Now” propaganda have en- 
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ours, now finds that the German mines which 
formerly supplied her have now been so re- 
duced by the terms of the treaty, and so much 
of what production is left has been allotted 
to other nations, that Germany has no export 
coal to dispose of. Holland, therefore, looks 
to the United States for her coal, and the 
same is true of other small European countries 
with the exception of Belgium. 

France has been importing coal from us 
recently, both because of lower prices as com- 
pared with Great Britain and because we 
could insure deliveries. Italy has announced 
that she is in the market for 1,000,000 tons of 
coal immediately, and about 1,500,000 more for 
the rest of the year. 

These are only instances of the great export 
dernand for American coal, which promises to 
become a factor in either maintaining or in- 
creasing the price. The variety and vigor of 
the export demand probably explains why the 
movement for a coal export combination under 
the Webb-Pomerene law, on the lines of the 
proposed cotton export association, has been 
so inactive. Apparently what our export de- 
mand for coal needs is not a stimulant, but a 
regulative. 
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countered difficulty in getting their orders 


filled early. 
Export Prospects 


As Europe’s needs for raw materials become 
more clear, broader markets seem to develop; 
and should all our possible export sales be 
consummated, the domestic consumer would 

be literally left “out in the cold.” Holland, for 
instance, which has never been a customer of 


Copper 


Copper’s Advance Checked 


The steady advance which copper prices 
have made since the middle of May has been 
checked temporarily at the moment of writing, 
though it is highly uncertain how much sig- 
nificance is to be attached to this situation. 
It has been said that consumers, finding that 
they had nothing to gain by a policy of out- 
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waiting the producers, have made up their 
minds that the great copper surplus would 
never come into the market at such low prices 
as prevailed two or three months ago, and 
consequently have bought heavily so as to pro- 
vide for a reasonable length of time ahead. 
As a result of this buying movement many of 
the big consumers are said to be overbought, 
and in view of their large reserve supplies are 
able to look with complacency at market 
fluctuations. The withdrawal of this active 
demand, according to some, has caused the 
check in the upward movement in copper. 

Copper producers, however, declare that the 
revival in building is gathering momentum as 
it goes along, and may be counted on to keep 
up an active demand for the metal. It is also 
pointed out that copper prices per pound have 
usually been fairly close to cotton prices, and 
have maintained a certain ratio to prices of 
wheat, butter, and other necessaries. On this 
basis they figure that the true cost of copper, 
when conditions return to normal, should be 
somewhere between 30 and 35 cents a pound. 

A similar result is obtained by a considera- 
tion of the relations between costs of produc- 
tion and selling price. Before the war, aver- 
age production costs, according to one copper 
producer, were 8 cents a pound, and selling 
price 15% cents; at the present time produc- 
tion costs are somewhere about 15% cents a 
pound, from which it is argued that copper 
prices will in time swing around to 30-31 cents. 

To these long-distance considerations must 
be added the gradually materializing European 
demand for our copper. France, having lifted 
the import restrictions on copper, has slowly 
begun importing. Germany, though greatly 
troubled by exchange and credit difficulties 
which may not be solved for several months, 
has already received a few shipments of the 
red metal, in additions to the heavy exports 
of copper to various neutral countries for the 
last few months, which, it is suspected, were 
headed for Germany as their ultimate destina- 
tion. Direct shipments to Germany should be 
boomed further if the plans of German bank- 
ers who are trying to negotiate a loan in this 
country go through, as they will provide the 
credit. basis for export transactions. At the 
present time exporting to Germany is a risky 
proposition, in the sense that any man who 
receives the highly unstable German exchange 
for his commodities is really taking a bullish 
speculative position on marks. Such an atti- 
tude may or may not be justifiable, but it 
adds an extraordinary element of risk to a 
straightforward business transaction which is 
highly undesirable. 


The Labor Outlook 


The labor troubles of which so much has 
been made in recent months have been settled 
largely by the adoption of a new wage-scale 
based on a 24-cent price for copper instead 
of the hitherto prevailing 18-cent scale. This 
means an increase of about $1 a day in the 
wages of copper employees, which for the time 
being at least will stave off trouble. 

The labor shortage, however, is still a dis- 
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tressing factor in the copper production situa- 
tion, and shows no signs of being relieved. 
The exodus of alien workers to Europe con- 
tinues, and is even being intensified. An 
aggravating factor is the tremendous boom in 
oil, which is attracting many former copper 
workers, and to some extent the huge crops 
now on hand, which will require an army 
of farm workers during the harvesting period, 
is making it still harder to get enough labor 
for the copper industry. 

A leading copper man has said that even if 
increasing prosperity should make the copper 
companies desire to increase production to full 
time capacity, they would find themselves 
unable to do so because of the scarcity of 
labor. This would, therefore, seem to be a 
factor of some importance in predicting price 
movements for copper, as even if prices should 
advance considerably, enough of a new supply 
could not come into the market to bring selling 
costs down. 


Public Utilities 
Some Relief in Sight 


Recent developments in the public utilities 
situation suggest that the end of their troubles 
may soon be near. In addition to local in- 
stances where municipal and state authorities 
have conceded some measure of relief, the 
most hopeful announcement of late has been 
the series of hearings that are being held 
before the Federal Street Railway Commis- 
sion that was appointed by President Wilson. 

The first group to be heard represented the 
traction management and owners. They stated 
before the commission the increasing diffi- 
culty, now amounting to an impossibility, of 
operating street railways in 1919 at 1919 costs 
of operation with 1914 revenues. With costs 
from 75 to 100% higher, wage increase 
awards by the War Labor Board amounting 
to 100% increase, and costs of materials rising 
in proportion, net income has declined steadily 
all over the country until even the most pros- 
perous roads which are maintaining pre-war 
rates find themselves unable to pay mortgage 
and bond interest charges. 

The result is shown by the fact that a recent 
survey showed companies in receivers’ 
hands, 60 dismantled and scrapped, and 38 
abandoned. This cannot be permitted to go 
on, as the traction companies fulfill an abso- 
lutely necessary public function, without which 
the economic and social life of the country 
would be disorganized. 

One of the facts brought out at the hearing 
was that $1,000,000,000 will be necessary in 
the coming year to fill the financial needs of 
the companies, of which from $600,000,000 to 
$700,000,000 will be needed for improvements, 
and about $350,000,000 for refunding outstand- 
ing obligations. In the present situation of 
the public utility companies, it will be difficult 
for them to raise the needed amount of new 
capital unless prospective investors are given 
hope of better treatment for the companies 
than has been given them hitherto. 
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Of the constructive plans hitherto proposed 
at the commission’s hearings, those calling for 
higher rates or transfer charges under the 
present system of regulation and evalution by 
the local Public Service Commissions have 
attracted the most attention. One plan, how- 
ever, derived from the experience of the trac- 
tion companies in Cleveland and Cincinnati, 
deserves more careful consideration. 

According to this plan, rates would be 
based, not ‘on “a fair return on invested 
capi ital,” but simply on cost of service, includ- 
ing in this such items as operating expenses, 
accrual for maintenance and _ replacements, 
taxcs, and return on the investment made up 
of actual interest and sinking fund require- 
ments, a stated minimum assured return on 
remaining capital, and possibly special rewards 
for efficiency. 

The great advantage of such a scheme is, of 
course, its flexibility, which would be particu- 
larly valuable in a time of rapidly changing 
general price levels such as the present. This 
very feature, however, it has been argued, 
would lead to trouble with municipal author- 
ities and with public opinion at large, which 
would be unable to understand the reasons for 
frequent changes of fares based on costs of 
service. 

This objection, it seems, could well be over- 
ruled if the controlling powers in the public 
utilities, both the management and the political 
authorities, made it their settled policy to keep 
the needs and condition of the utilities in the 
limelight of publicity. Once the public was 
given the facts stated without prejudice, it 
could be depended on to sanction any changes 
that proved necessary. This is how the plan 
has worked out in those cities where it has 
been tried. 

Another suggestion of some value is that 
in consideration of the semi-public nature of 
the traction business, as witnessed by the great 
—— of official regulation to which it is 
subject, both as regards expenditures on wages 
and construction and as regards revenue, it 
should be exempted from its presented taxa- 
tion, both local and federal, as long as may 


be needed to restore it to healthy functioning. 


It must be remembered that the Federal 
Street Railways Commission is purely an 
advisory body, having no power to make its 
findings compulsory. On the other hand, it 
is probable that the recommendations of a 
body having the prestige and influence of the 
National Administration behind it, and ap- 
pointed for a specific purpose, would carry 
considerable weight with local authorities all 
over the country. Besides, the very fact that 
a commission has been appointed to hear the 
case presented by the companies assumes that 
there is a case to present—a fact which cer- 
tain of our leaders of public opinion have tried 
to distegard. 


Hopeful New York Outlook 
In the New York situaticn the two out- 
standing events have been the grant of per- 
mission to the B. R. T. in Brooklyn and the 
New York Railways Co. in Manhattan to 
charge two cents for transfers, and the de- 
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cision of the State Court of Appeals in the 
case of the International Railways Co. of 
Buffalo affirming the power of the Public 
Service Commission to charge such fares and 
grant such transfer privileges as it deems 
necessary, without regard to the stipulations of 
the company franchises. 

The Corporation Counsel of the City of 
New York has stated, however, that accord- 
ing to previous decisions, which have not been 
overruled by the Buffalo case, municipal 
authorities have a right of review in such 
cases, and if they are unwilling to sanction in- 
creases made by the Public Service Commis- 
sion, may take over the companies, thus vacat- 
ing the franchise. Outside of such drastic 
action, however, the Buffalo decision is de- 
cidedly i in favor of the traction companies, and 
adds to the feeling that they are due to im- 
prove shortly. 


Tobacco 


Strikes Disturb Tobacco Trade 
With the great Havana strike of cigar- 
makers barely over, came a large-scale walk- 
out of cigarmakers in Philadelphia and trouble 
in Tampa, which have tied up a good deal of 
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the retail business. Deliveries are very un- 
certain, and manufacturers and dealers express 
considerable pessimism over the outlook. 

Outside of labor conditions, the trade is 
favorably situated. Prices are about what 
they were last year, and the increasing use of 
tobacco by the public shows that it is willing 
to pay them. Domestic crops, both in Con- 
necticut and in the South, have been unusually 
favored by the weather as a whole, and the 
leaves are unusually promising both as to qual- 
ity and quantity. Some of the new tobacco- 
growing districts, particularly in Georgia, 
have passed the experimental stage and are 
now counted upon in estimating tobacco pro- 
duction. 

Growers are asking higher prices, for the 
most part, than dealers seem willing to con- 
cede, but adjustments are being made and it 
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is not anticipated that there will be any trouble 
in marketing this year’s crop. The growers 
point out that the demand is so heavy that all 
the surplus of last year’s crop has been sold 
out, leaving the warehouses comparatively 
bare, and dealers have even been- buying up 
what was left of the 1917 crop, at about the 
prevailing level for later tobacco. 


Price Outlook 

While the price situation for the finished 
tobacco products is fairly uncertain, some of 
the factors determining it may be clearly dis- 
tinguished. In the first place, as far as the 
tobacco crop itself is concerned, the raw ma- 
terial is plentiful and no price advances of 
importance are being expected there, in view 
of the unusually large supply. 

Quality is expected to be an important 
factor in this respect, that the demand, while 
heavy for the medium and better grades of 
tobacco products, seems to be discriminating 
- heavily against the lower grades. A com- 
plete judgment on the 1919 crop will have to 
wait therefore for the determination of the 
average quality as well as for the total figures 
of quantity. 

The labor problem as far as the harvesting 
of the crop is concerned will not be very se- 
rious, it is expected, inasmuch as local labor 
is being relied on to do all the work neces- 
sary. No negroes are being imported from 
the South, indicating that harvesting labor 
conditions are satisfactory. 

In the finished products, however, the situa- 
tion is entirely different. There grave appre- 
hensions are entertained as to the future of the 
tobacco industry if the wage and other de- 
mands of the cigarmakers and other tobacco 
workers are granted.. While these fears are 
probably exaggerated, it cannot be denied that 
the tobacco industry will not be in a really 
satisfactory state until the labor problems 
peculiar to it are cleared up, and workers and 
employers arrive at some agreement. 

Should labor troubles and consequent short- 
age of product continue much longer, it is 
practically certain that prices will rise rapidly, 
as stocks on hand are being depleted and are 
approaching the danger point. 


Rubber 


Rubber Industry “Unreconstructed” 

Except for the tire manufacturers, the rub- 
ber industry is still dull, and prices are rang- 
ing at levels about 25% below what they were 
during the war. Additional cause for depres- 
sion has been furnished lately by the fluctua- 
tions in sterling exchange, which have kept 
down the importations of plantation crude 
rubber. Para rubber, of course, has been un- 
affected, and business and prices in this variety 
have remained steady. 

The demand for tires has been growing 
steadily, but it seems that production facilities 
have more than kept pace with it, as one of the 
leading manufacturers has announced a price 
reduction of from 5 to 10%, depending on 
the size of the tire. It is not expected, how- 
ever, that other big manufacturers will follow 
suit, 
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As motor car production is being taxed to 
capacity, tire output has naturally been in- 
creased. Figures for the last three years show 
that in 1916, 18,505,000 pneumatic tire casings 
were produced, in 1917 they increased to about 
25,000,000, in 1918 war-time restrictions showed 
their effect by a drop to about 21,000,000, while 
for 1919, on the basis of output to date and 
registration of motor cars, it is estimated that 
33,000,000 tire casings will be turned out. This 
heavy demand, coupled with the low price of 
the principal raw material, rubber, explains the 
phenomenal prosperity of some of the tire and 
rubber manufacturing companies. 

Price Outlook 


Some rubber experts are oointing out 
analogies in the position of rubber at the 
present time and that of copper three or four 
months ago. In both commodities, prices were 
well below war-time levels, demand was fear- 
ful and uncertain, and there was a big surplus 
to be rid of. For both, too, a great potential 
demand is expected from the convalescing 
countries of Europe, particularly Central 
Europe, with their four years’ shortage to 
make up. 

These men say that the reason for the re- 
covery of copper was the realization by certain 
forehanded large consumers that here was an 
important basic commodity selling at far be- 
low its previous price, and having an increas- 
ing future demand to bank on. Heavy buying 
by these consumers, it is said, was the stimulus 
that started the copper market out of its 
slump, and the same sort of action is expected 
in the case of rubber. 

Conditions here are different, however. A 
relatively heavier surplus is available in rubber 
than there was in copper, and production of 
the crude product, instead of being curtailed, 
as was done with copper when it was realized 
that prices were abnormally low, has been 
maintained at its full strength. Furthermore, 
improvements in production methods have 
cheapened the production cost of rubber as 
compared with a few years ago far more than 
similar improvements in the case of copper, 
and the wages of Oriental and South Amer- 
ican labor do not present such a difficulty to 
the maintenance of price levels as does the 
fairly skilled mining labor of this country. 

From a consideration of these factors it 
would seem that the rubber industry and 
market might well resign itself to a fairly 
permanent lower scale of prices for rubber 
than has hitherto prevailed. 


Dyes and Drugs 
American Dyes Gaining Markets 
A promising sign of the development of the 


American dye industry is the way it has 
spread out beyond the borders of the United 
States and captured markets which had long 
been considered prerogatives of German) 
Originally the movement for the expansion 
of our dye industry was based on our domes- 
tic needs which Germany could not supply: 
now the dye industry is taking on very much 
of an export character. 

Ip many of the South American countries, 





TRADE TENDENCIES 


notably Brazil, where the textile industry has 
been firmly established as an important part 
of the national wealth, a great demand for 
American dyes has grown up, and our foreign 
customers say they are well satisfied with the 
quality of our product. For these countries 
the United States is practically the only source 
of supply, except Great Britain to a small 
extent, as Germany has not yet moved into 
the position of a dangerous competitor. 

From the East, too, heavy export inquiries 
are coming for American dyes, as the textile 
industry, particularly in Japan, has grown to 
considerable dimensions. As Japan extends 
its ambitious plans for a great export trade in 
textiles, particularly of the lower and medium 
grades, it should become a better customer for 
our dyes. This is particularly true as the 
deficiencies of the American dye industry lie, 
not in the quantity production of the com- 
moner colors, but in the rarer ones whose 
secrets of manufacture we have not worked 
out as yet. 

France has recently let down its import 
barriers to dyestuffs, but it is questionable if 
we can undertake to supply her at this stage 
of the game. In the first place, since recon- 
struction ‘has still a long way to go in France, 
she is not as good a customer now as she will 
be in five years, say. Second, this small de- 
mand can well be satisfied by the dyemakers 
of Switzerland, who have no handicap of 
ocean transportation rates to contend with. 

In countries whose imports are largely car- 
ried by water, however, American dyes seem 
to be well able to hold their own. In Australia, 
for instance, where a strict embargo is in 
force against all dyes not of British origin, 
manufacturers and dealers are clamoring for 
permission to import American dyes. 

The Dye Market 


The dye market here is easy, with supply 
and demand fairly well balanced, and sales 
made as needed by manufacturers. No price 
changes are expected within the near future, 
as stocks of domestic dyes are ample, par- 
ticularly in view of the midsummer dullness 
of the textile industry, which is one of the 
great consumers of dyes. 

For foreign dye shipments demand is well 
ahead of supply available. Most incoming 
consignments, having been ordered previously, 
are absorbed as soon as they come, leaving 
current demand unsatisfied. The biggest field 
for expansion in the domestic dye industry 
appears to be in these rarer and more delicate 
colors which are now being imported and 
which are so greatly in demand. 


Gold 


Production Costs Cut Output 


The great trouble with the gold-mining in- 
dustry since the tremendous rise in the price- 
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level was inaugurated by the war has been the 
rising cost of production, which could not be 
balanced by a proportionate rise in price of 
the product. For gold occupies a unique posi- 
tion among all commodities in that it is the 
one by which the relative values of all the 
others are measured, and hence, if it is to 
be an effective one, must be kept at a standard 
price under our present monetary system. In 
the United States and practically every great 
country except Germany, gold is bought and 
sold by the Government treasury, in the form 
of bars or currency of equivalent weight, at a 
fixed price. 

Consequently, when costs rise, with a con- 
stant price for the metal, profits are bound 
to be reduced unless only the richer ores are 
worked, which give a comparatively high re- 
turn. This abandonment of the lower-grade 
ores has caused a decline in total production. 
Germany's plan was to raise the fixed Gov- 
ernmental price for gold, thereby admitting 
that her paper currency was no longer on a 
parity with gold. The Allied countries, how- 
ever, cannot do this without sacrificing their 
gold standard, for which they have struggled 
hard in the past. 

Economists are not especially anxious for 
greatly increased production of gold, as a 
matter of fact, since according to the prevail- 
ing theory of the relation of gold and prices, 
more gold produced would only raise prices. 
Much of the price rise in the United States 
is attributed to the great influx of gold in 
the years from 1914 to 1917, and there is 
little likelihood that much will be exported, 
as exchange rates are either at par or in our 
favor in_ practically every country in the 
world. The gold-mining industry cannot, 
therefore, be regarded as a particularly prom- 
ising one at this time, except in cases of high 
productivity. 

The outward movement of gold from this 
country which began early in June when the 
restrictions on the export of gold, dating from 
September, 1917, were lifted, is now practi- 
cally over, after a total of about $100,000,000 
had been sent out of the country to settle ad- 
verse trade and other balances. 

Gold export restrictions will probably re- 
main in force in the great European countries 
for a long time to come. In England the 
Government controls all sales to jewelers and 
other consumers, who have to pay 20 per cent. 
over the mint price for their gold. France 
cannot permit gold exports instead of the 
heavily discounted francs, because there is not 
enough gold in France to pay all her debts, 
and the withdrawal of any great amount of 
gold from the reserve back of her greatly ex- 
panded note issues would threaten her with 
an inconvertible paper money system. Ger- 
many’s situation is even more constrained be- 
cause of her large paper issues, 








Pacific Gas and Electric Grows 


Rapid Increase in Number of Consumers — How Surplus Has Been 
Used-—Earning Power for Stocks—Rating of Its 
Various Securities 


By GEO. S. 


portance, the public utilities outside of 
New York City whose stocks are listed 
on the New York Stock Exchange are very 
limited in number. The recent listing of 
the stock of the Pacific Gas and Electric 
Company may be regarded, therefore, as a 
desirable acquisition to the securities quoted 
in that steadily broadening market place. 
The company is one of the largest and 
best known public utility concerns in the 
United States. It was organized in 1905 
with a fifty year charter. In 1908 it took 
title to eight subsidiaries, including the 
California Gas and Electric Corporation. In 
I9II it acquired four more, among them the 
San Francisco Gas and Electric Company. 


[ comparison with their size and im- 


HAMMOND 


Recent expansion has been entirely of the 
hydro-electric variety. High tension trans- 
mission lines 1,743 miles in length and 156 
substations are required for distribution. 
The gas plants are eighteen in number, with 
a daily capacity of 72,744,000 cubic feet of 
gas, which is carried.through 2,903 miles of 
mains. The company also maintains water 
service in a few places, steam heating in 
San Francisco and Oakland, and street rail- 
ways in Sacramento. The gross revenues 
from these minor activities are only 5% 
of the total. 


Growth of the System 


Some idea of the growth of the system, 
which has resulted from the tremendous 





TABLE I.—PACIFIC GAS INCOME ACCOUNT 


Gross Revenue 
$8,947,162 
12,657,305 
14,044,596 
14,744,651 
17,220,503 
19,125,384 
20,321,728 
23,105,718 


$204,751,601 


Depreciations 


$93,566,359 


Net Before 
Balance 

$1,739,135 
2,842,864 
3,116,999 
2,744,147 
4,115,181 
5,721,568 
4,616,130 
5,958,322 


$47,945,850 


Interest 
$2,784,908 
3,021,722 
3,006,256 
3,568,943 
4,191,401 
3,844,933 
4,100,907 
4,117,066 


$45,620,509 


$4,524,043 
5,864,586 
6,123,255 
6,313,090 
8,306,582 
9,566,501 
8,717,037 
10,075,388 





Very recently it made arrangements to ob- 
tain the Northern California Power Com- 
pany, which owns a 30,000 HP hydro- 
electric plant with machinery ready to in- 
stall for 20,000 HP more. 

Pacific Gas and Electric, as now con- 
stituted, is a very extensive property, serv- 
ing thirty-two counties of the state of Cali- 
fornia, with a population, according to the 
1910 census, of 1,350,000, or 57% of the 
state, and including the cities of San Fran- 
cisco, Oakland, Sacramento, Berkeley, San 
Jose, Fresno and Stockton. Over half of 
the gross revenues are derived from the 
electric department, which is supplied from 
thirteen hydro-electric plants with 163,00 
HP capacity, and three steam plants o 
100,536 HP capacity. 


development of the territory served, may 
be seen from the following statistics: 


NUMBER OF CONSUMERS, APRIL 0 
Gas Electric Water 

106,795 45,535 5,311 

155,637 90,450 7,009 

222,936 155,759 9,114 

258,275 213,758 12,810 


A public utility must grow if it would be 
prosperous. At the same iime, a company 
which grows as rapidly as has this one 
must constantly expand its facilities, and is 
always in need, therefore, of raising funds 
to pay for them. In 1912 the plant and 
property account was $116,677,072. At the 
end of 1918 it had reached $139,315,996 
On the whole, the company seems to have 
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PACIFIC GAS & ELECTRIC GROWS 


financed itself very well. It has certainly 
avoided the error of raising funds entirely 
by the sale of bonds. The amount of bonds 
put out in recent years has been quite small, 
in fact, and preferred stock has been uti- 
lized in a manner to give the capitalization 
a very fair balance. Comparative figures of 
capitalization over a six and one-third year 
period are shown herewith. 


CAPITALIZATION 

April 30, Dec. 31, 
1919 1912 

$81,502,300 $78,041,480 

25,035,505 10,000,000 

34,004,578 27,518,335 


$140,642,383 $115,559,815 


In the same period the surplus has grown 
from $3,011,680 to $5,916,153 and the re- 
serves from $2,920,172 to $9,384,452. 
Against an increase in capitalization of 
about $25,000,000 there has thus been a 
gain of about $34,000,000 in assets. 

The growth of the earning power of the 
system is shown in Table | by alternate 
years, except the last three, and also the 
total for the thirteen year period. It is 
noteworthy that there has not been a single 
setback in gross revenues in that time, and 
that, in spite of the higher costs of opera- 
tion, the 1918 balance after interest was 
the largest in the company’s history. 

The disposition made of the surplus over 
interest charges is given below (in 
thousands) : 


Funded Debt 
Preferred Stock ... 
Common Stock .... 





To retire bonds 

Re-invested in property 
Replacements and rehabiliation 
Cash dividends 

Other purposes 


It will be observed that of the total, only 
a small proportion has been paid out in 
dividends. The appropriation of over $22,- 
000,000 for retirement of bonds and rein- 
vestment in property is equivalent to a 
sizable proportion of the company’s capital- 
ization. 
- In July, 1918, a rate increase on both gas 
and electricity was granted. Something of 
the benefit accruing therefrom may be seen 
by comparing earnings for the calendar 
year 1918 with those of the year ended 
April 30, 1919. Gross revenues were $20,- 
805 and $24,055,226 respectively ; the net 
incomes $7,509,062 and $8,962,942, respect- 
ively. This is clearly an excellent advance. 
The company is fortunate jin operating 
under a fair-minded state commission. 

Operations appear to be conducted ef- 
ficiently, and the large proportion of hydro- 
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electric capacity is a material aid in keep- 
ing down costs. From 1909 to 1913 in- 
clusive, operating expenses ranged between 
58% and 60.8% of gross revenues. Low 
oil and material costs brought the ratio 
down to 52.7% in 1914, 49.7% in 1915, and 
51.3% in 1916. Higher costs were felt in 
the following year, when the operating 
ratio went up to 58.5%. With the advanced 
rates in effect in the latter half of 1918, 
it dropped a trifle to 57.7% for the year. 
Operating costs are thus relatively stable. 
The steady growth of the business, which 
keeps the services running at a good full 
rate, is a factor in making them so. 
Earning Power for Securities 

The position of the securities is set forth 
in the accompanying table, which shows the 
number of times charges are covered and 
earnings on the stock over a period of 
years. 





TABLE Il—Pacific Gas Earnings 
Charges Earned, Earned on Stock, 


Times Preferred Common 
1.64 29.7% 92% 
1.58 23.6 6.1 
1.04 2.4 oo 
1.28 15.1 28 
1.60 31.0 18 
181 39.7 10.5 
1.87 18.7 9.1 
1.63 13.6 5.6 
1.48 13.1 52 





Fluctuations are due in part to variations 
in depreciation charges, which ranged be- 
tween $1,000,000 and $2,700,000 annually. 

In spite of the steady demands for capital 
funds, the company & usually managed 
to keep a good sized working capital on 
hand. As of April 30, 1919, current assets 
and liabilities were as follows: 


$10,310,569 
4,385,220 


Net Working Capital $5,925,349 


Stocks and Bonds 

Pacific Gas and Electric has 22 bond 
issues in all outstanding. Of these, nine of 
the smaller issues have no sinking fund. 
The others are gradually being retired and 
the investment position of those left out- 
standing thus improved. The three most 
important bonds and their market prices 
are taken up in the following paragraphs. 

San Francisco Gas and Electric Cor 


mpan 
General 4%s of 1933 are quoted about 88, 
yielding 5.55%. These bonds are outstand- 
ing to the amount of $6,819,000. They 
cover, by closed mortgage, subject in part 
to $2,639,500 prior liens, the gas, electric, 
and steam systems of San Francisco, in- 
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cluding a first lien on the gas and electric 
generating stations and five substations. 
The appraised value of the property is over 
$27,000,000. There is a sinking fund of 
$105,000 annually which has retired $1,- 
300,000 bonds by lot at 105. These vonds, 
which cover the very heart of the Pacific 
Gas and Electric system, have sold as high 
as 97. They are an exceptionally high 
grade public utility security. 

By far the largest of the underlying 
issues is the California Gas and Electric 
Refunding 5% Mortgage, due 1937, and 
closed at the amount now outstanding, $18,- 
930,000. Subject to $17,069,800 prior liens, 
it covers practically the entire Pacific Gas 
and Electric property outside of San Fran- 
cisco. About $1,430,000 have been retired 
by the sinking fund, which is graduated, 
and which now calls for $550,000 per 
annum of this and underlying issues to- 
gether. Ultimately the rate will be $900,- 
000, an unusually heavy charge. At go the 
yield is 5.90%. A quotation of IoI was 
reached in 1917. This issue is a thoroughly 
good investment. 

Pacific Gas and Electric General and Re- 
funding 5s, due 1942, are quoted at about 85, 
yielding 64%. This is the big general 
mortgage, which will retire underlying 
liens and provide for the bond portion of 
further financing. The amount, $36,542- 
000, is nearly half the total debt. The 
sinking fund is 1% of all outstanding 
bonds, including underlying issues, against 
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which are credited retirements of under- 
lying issues. Only $815,000 of these bonds 
have been paid off as yet. This and the 
preceding mortgage are listed on the New 
York Stock Exchange. While not quite as 
cheap, relatively, as California Gas and 
Electric Refunding 5s, they enjoy a some- 
what more active market, and the record 
of the company qualifies them as a desirable 
refunding mortgage bond. 

The preferred stock has paid its full 6% 
dividend since I9I10, is comparatively stable 
in price, and, at 88 yielding nearly 7%, is 
an attractive purchase for those seeking a 
liberal return. Common dividends have 
been erratic. Payments have been as fol- 
lows: I912, 5%; 1913, 14%; 1915, 6% in 
stock ; 1916, 334%; 1917, 5%. No dividends 
were declared in 1918, but in April of the 
present year a 5% rate was resumed. As 
the company should earn something like 
12% this year, continuation is reasonably 
sure. 

The conservatism of the management and 
the necessity of provision for expansion of 
facilities and for sinking funds makes it 
unlikely that the stockholders will receive 
more than a portion of the profits for some 
years to come. At the present quotation of 
68% the yield is slightly over 7%. This 
quotation is rather in excess of the average 
over a period of years. The stock possesses 
investment value however, and there is 
every indication that it will ultimately be 
worth considerably more than it is to-day. 





A JAZZ-CAT GAMBLE 


L. J. Wilde, mayor of San Diego, would appear to be as original a character as any 
fathered on the Southwest in the pages of popular fiction. 

On Sunday last the advertising columns of the San Diego Union were more or less 
adorned by a four-column display advertisement, headed in the blackest of type: 


WANTED BY THE MAYOR OF SAN DIEGO 
750 people, with $100 each, to go after oil in San Diego County 


The announcement follows that a community well will be drilled, under the supervi- 
sion of Mayor Wilde, to the proper depth, in the most desirable location to be selected 
by competent engineers and geologists, when these units are paid in. 

Here are a few specimens—grabbed samples, they may be called—snatched from 


Mayor Wilde’s pile of original English: 


No promises can be made, except a dependable, open, above-board, square deal; as 
this is a jazz cat gamble, pure and simple, to determine or not the presence of oil by a 
real painstaking and scientific effort, and you should go in with a long shot, understand- 
ing, helping with the amount you can well afford to lose, without any string to it. 

Should San Diego County furnish a community oil producer, your $100 unit gamble 


could be worth upwards to $20,000 


I will never disappoint you, when you trust me—but always when you don’t. 
You must make up your mind to take a shot in the dark until we have started. 
P. S.—Please do not write long letters. Questions all answered here. No prospectus. 


Send in your money, and let’s get busy. 


Make remittances by check or draft—payable to L. J. Wilde. 





The Lead Situation Improving 
The Lead Industry—Lead and the War--The Metal in the War’s 
Aftermath and the Improvement in Past Few Months—Better 
Grade Lead Securities Attractive Purchases for a Long Pull* 


By A. C. HAMILTON 


the so-called minor metals; but in 
point of its uses it is of very great 
significance, indeed. 

Lead is used very extensively in making 
cable, in the building trades in the form of 
lead pipe, traps and bends and as oxides 
in various kinds of paints. It is employed 
to a large degree in the making of batteries 
and in other electrical work. The metal 
enters also into the making of babbitt and 
solder, shot and ordnance of almost every 
description, and in some form or other into 
the making of machinery, and finally, in 
the manufacture of type metal and tin foil. 


The Lead Industry 


This country is by far the largest single 
producer of lead. The tendency of pro- 
duction from domestic ores has been very 
irregular since 1900, but was generally up- 
ward until 1916. In that year 592,000 short 
tons of lead were produced. As is the case 
with most other important non-ferrous 


[ EAD is one of the more important of 


metals, lead is produced from a number of 
sources and a large amount of foreign ore 


and bullion is refined here. The actual 
proportion that this source contributes 
varies from year to year, but it has been 
increasing recently. 

On the other hand, the output from 
domestic ores has been moving downward. 
The 1917 product was 582,000 short tons 
and the 1918, 550,000 short tons. The I919 
output is estimated at about 500,000 short 
tons. The 1918 primary production from 
all sources was approximately 659,000 short 
tons, including over 100,000 tons from 
Mexican ore and bullion and setting a 
record figure. Under the present tariff, 
however, it is more advantageous to export 
the lead refined from foreign ore and bul- 
lion, and this has been done. In addition, 
there is a large secondary product. 

A major part of the production is con- 
trolled by the American Smelting & Refin- 
ing, the St. Joseph Lead, the U. S. Smelting, 
Mining and Refining and the National Lead. 
Other large producers are the American 
Zinc, Lead & Smelting, the Anaconda, in- 
directly through controlled properties, the 


*The following was written after consulting one of 
the leading authorities in the trade, but other sources 
were also drawn upon.—A. H. 


Eagle-Picher Lead, the Pennsylvania Smelt- 


ing and the Bunker Hill & Sullivan Mining. 


The American Smelting & Refining quotes 
prices distinct from the general market. 
The other producers constitute what is 
known in the trade as the “outside” market. 
there is often an appreciable difference be- 
tween the two sets of prices though there 
is no uniform rule as to which are higher 
an dwhich starts the movement of prices. 
Generally the latter agency follows the 
course of prices set by the “outside” market. 

The two chief markets for led are New 
York and East St. Louis. Prices generally 
are quoted f.o.b both these centers, the East 
St. Louis figure being lower, the difference 
representing essentially a freight differen- 
tial. 

Lead and the War 

The war created an abnormal demand 
for lead, for it forms a constituent part of 
every piece of ammunition and ordnance 
used. Besides, it was needed in many other 
important connections. With these heavy 
demands and production declining there 
could be only one result—an insufficiency 
of the supply to go around. 

Prices did not begin to advance until late 
in 1915, and continued to advance almost 
steadily until they reached 11c. a pound in 
July, 1917. The average yearly price at 
N. Y. was about 4%c. from 1909 to 1914, in- 
clusive, though in the last year of the period 
it had declined to 3.87c. on account of the 
depression in the trade. Conditions in the 
industry were the chief factor in sending 
prices upward, but they were doubtless also 
helped along by speculative activities. 

Shortly after we entered the war the 
situation became very serious, and a large 
deficit was: threatened. A very difficult 
situation was avoided by the efforts of the 
War Industries Board and the Lead Pro- 
ducers’ Committee. Consumption for non- 
essential uses had to be curtailed, and the 
metal was allotted for essential purposes. 
Maximum prices were not fixed as was the 
case with most of the other metals, but the 
producers had agreed not to charge more 
than 7.75c. a pound f. o. b. East St. Louis 
and 8.05c. f. o. b. New York. 

The greatest obstacle in increasing the 
output was the shortage and inefficiency of 
labor at the mines, smelters and refineries. 
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Another difficulty was the congested condi- 
tion of transportation facilities. 
Lead in the War’s Aftermath 

The cessation of hostilities removed the 
extensive war demands. Although the pro- 
ducers were left with very small stocks at 
the time the armistice was signed they are 
stated to have accumulated rather large 
stocks during the five month period ended 
with April. At the end of hostilities Gov- 
ernment stocks amounted to about 30,000 
tons. Commercial demands which had been 
slighted for vital war needs did not begin 
to assert themselves on an extensive scale 
until some time around the beginning of 
May. It is significant to add that the 
situation as to stocks was not serious for 
the lead producer as it was for the copper 
people. 

The ending of the war was 4ollowed 
almost immediately by a curtailment in 
production and a drastic cutting of prices. 
It is stated that the output of mines and 
smelters was around 75% of normal in July, 
which was about the lowest point. In 
February prices declined to 4.70c. at East 
St. Louis and 5.00c. at New York, a reces- 
sion of 3.05c. from the price agreed to be- 
tween the producers and the Lead Com- 
mittee. The low prices forced many 


properties to close down. ; 
The fundamental condition of the indus- 
try has taken a decided turn for the better 


in the past two or three months. Large 
commercial demands have come to the fore, 
and as conditions become more normal, con- 
sumption should increase. The Government 
has disposed of more than two-thirds of its 
stocks, and by the end of October its entire 
30,000 tons will be liquidated and very likely 
consumed. On May 1, the stocks of the 
producers amounted to about a month’s pro- 
duction or approximately 40,000 tons, but 
on August 1 they had been cut down to 
less than half that amount. 

The actual and prospective labor diffi- 
culties have temporarily slackened the de- 
mands for lead along with other metals, but 
the current rate of consumption is stated 
to be greater than the production, which is 
at the monthly rate of about 40,000 tons 
compared with last year’s monthly produc- 
tion of about 46,000 tons. This is clearly 
indicated by the drafts upon stocks despite 
the liquidation of Government stocks. 
Prices have been showing good improve- 
ment from their low in February and are 
now around 6c. f. o. b. New York. 


The Outlook 
The prospects are for a much larger con- 
sumption. The chief difficulty in increas- 
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ing the output is the shortage of labor at 
the mines. The great wave of emigration 
and the restriction of immigration on any 
large scale will ten dto make matters worse 
as a large proportion of the workers are 
foreign. Wages have risen materially and 
along with other incretses costs of operation 
are well above the pre-war level. Conditions 
are such today in regard to costs that bet- 
ter prices are necessary if the high cost pro- 
ducers are to continue in business. 

Prices show a tendency to move upward 
in the early future, and we may very likely 
see better quotations. A limiting factor to 
the levels to which prices for pig lead can 
advance is the present tariff arrangement. 
Under it lead ore or bullion is taxed 34c. a 
pound while pig lead pays an advalorem 
duty of 25%. Under pre-war conditions 
this precluded almost entirely the sale here 
of any lead refined in this country, from 
foreign ore and bullion, but was instead ex- 
ported. With prices well above pre-war 
levels, however, foreign lead can compete 
with the domestic product. 

Mexico is our chief competitor, and can 
produce lead at a much lower cost than is 
possible in this country, so that sales here 
would tend to keep prices down. Spain and 
Australia are also large producers, but the 
cost of production in the last named country 
is very probably not materially below do- 
mestic costs, and transportation precludes 
much serious competition with the domestic 
supply. These sources do very likely com- 
pete with the sale of Mexican lead, which is 
refined in this country in large quantities 
under bond. It must be added, however, 
that no very serious competition is to be 
expected from foreign sources until prices 
are substantially higher, excepting possibly 
from Mexican lead. 

Holders of lead securities appear there- 
fore to have a bright trade situation in 
prospect. The demands for lead will be 
large, and prices will be at a level which 
will enable the better grade producers to 
show good profits. The labor situation may 
possibly give some difficulty, but this is a 
consideration giving every industry much 
concern today and will have to be solved for 
all alike. The securities of lead properties 
have generally scored good advances in the 
recent bull market, undoubtedly by way of 
discounting the bright outlook for the trade. 
In the recent reversal in the market, a num- 
ber of issues of very substantial lead pro- 
ducers have shown large declines along 
with the general trend. Many of these are 
worthy of consideration as attractive pur- 
chases for a long pull around the current 
prices. 





Three Lead Companies 


Federal Mining & Smelting—Butte & Superior—-St. Joseph Lead— 
The Present Position and Prospects of Each 


By TRACY J. SUTLIFF 


ITH the better prospects for lead and 
zinc now coming into view, the 
position of the companies prdduc- 

ing these metals is attracting the atten- 
tion of many investors. The outlook for 
three of these companies is briefly dis- 
cussed in the following paragraphs: 


Federal Mining & Smelting 


The Federal Mining and Smelting Co. 
was incorporated in the State of Delaware 
in 1903, under a perpetual charter permit- 
ting it to acquire mines, mining and min- 
eral lands and mining rights; to mine min- 
erals of all kinds; to build and operate mills, 
and to acquire by purchase or otherwise, 
or to hold for investment stocks, bonds or 
other obligations and to engage in any other 
mining, manufacturing, smelting, construc- 
tion or transportation business of any kind. 
With this extremely broad charter as a 
basis, the company was a steady mover 
ahead—that is, until by force of circum- 
stances over which it had no control, it 
was compelled to tread water. ; 

The Federal company acquired all of the 
mining property formerly owned by the 
Empire State Idaho Mining & Develop- 
ment Co., the Standard Mining Co., the 
Mammoth Mines in Idaho and smelting 
properties in Everett, Wash. This last- 
named property was later disposed of by 
the Federal management. In addition to 
the property which it acquired, the Federal 
company also controls the Black Mining & 
Development Co., Ltd., and the Wyoming 
Mining & Milling Co. It also owns 414,000 
of the 1,000,000 shares of stock of the Gov- 
ernment Gulch Development Co., which 
owns seven claims near the Black Hawk 
mines in the Wardner district. The com- 
pany also owns half the capital stock of 
the Green-Hill-Cleveland Mining Co. and 
the property of the Iron Mountain Tunnel 
Co., which was purchased in 1915 at re- 
ceivership sale for $110,000. 

The Federal Mining & Smelting Co. 
owns four principal groups of silver-lead 
mines and claims located in Idaho. The 
ore content of this property is estimated to 
be above 7,000,000 tons. All of the produc- 
tion of the Federal concern’s various prop- 
erties is sold to the American Smelting & 
Refining Co. under a contract which ter- 
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minates on Sept. 1, 1930. Regarding this 
contract there is a wide difference of 
opinion. Many who have studied the situa- 
tion hold that the contract is very advan- 
tageous to the Federal company, while oth- 
ers contend that during former years it 
could have been considered a good bit of 
business, but under new conditions, with 
higher lead prices and higher costs, it is a 
great detriment to the Federal organization. 
This contract has been attacked in the 
courts by Federal stockholders without 
success. 

A careful analysis of the results of the 
Federal Mining & Smelting Co.’s operations 
during the last couple of years is practi- 
cally impossible. The last complete income 
account given out by the management was 
in 1916, the annual report of the president 
to the stockholders later declaring that the 
company’s books were being readjusted in 
accordance with the Government’s request 
to show “ore depletion reserve,” and that 
for this reason a full treasurer’s report 
could not be issued. 

The records of operation show 1907 to 
have been the company’s best year, the net 
income for that period having exceeded 
two and one-half millions of dollars. No 
year since then has it exceeded, or even 
equalled one and one-half millions, while in 
1915, the poorest year, the net income 
totalled only $310,367, and a deficit of $160,- 
077 was recorded after the payment of 4 
per cent. on account of preferred dividends. 
As a dividend payer, Federal Mining has 
a decidedly mixed record. From 1903 to 
1907 inclusive the regular dividends of 7 
per cent. annually were paid on the pre- 
ferred stock, together with varying annual 
amounts on the common, which in that five 
years’ period totalled 53 per cent. on the 
junior issue. After this remarkable show- 
ing, however, dividends on the common 
stock were discontinued and none has been 
paid since, with the exception of 114 per 
cent. in 1909 and 7 per cent. last year. No 
payments have been made in 1919. Full 7 
per cent. dividends were paid on the pre- 
ferred stock until 1912, when only 6 per 
cent. was paid. The same amount was paid 
in 1913, but in 1914 the distributions totalled 
only 5 per cent., in 1915, only 4 per cent. ; 
in 1916, 4% per cent., and in 1917 and 1918, 








782 


7 per cent. The present rate of payment 
on the preferred is 4 per cent. There is 
104 per cent. in accumulated dividends due 
on the preferred stock. 

The common stock has little interest for 
investors, being purely speculative. The 
preferred has some substantial asset values 
behind it. At the current price of 40 the 
yield is 10%, but that is none too high for 
a stock of its general character. On any 
sharp decline this issue would be worthy of 
the attention of the semi-speculative in- 
vestor. 


Butte & Superior 


The Butte & Superior Mining Co. has 
had a rather hard row to hoe, with a 
suit for patent infringement on one hand 
and another suit involving the title of some 
valuable properties on the other. Not only 
have these two bits of litigation proven 
very costly to the company, but as a result 
of the first, earnings have been tied up by 
the courts so that no dividends could be 
paid nor could any extended plan for ex- 
pansion and improvement be worked out. 

The Butte & Superior Mining Co. is an 
Arizona corporation which was formed by 
change of title in 1916 from the Butte & 
Superior Copper Co., Ltd. The latter com- 
pany was formed ten years prior to the 
change of name. It owns a majority of the 
capital shares of the Butte-New York 
Copper Co. and the North Butte Extension 
Development Co. In 1916 it acquired 25,000 
shares of common stock of the American 
Zinc, Lead & Smelting Co. through the 
issuance of 17,500 shares of its own stock. 
The company’s properties include 29 claims 
having an aggregate of 170 acres, in addi- 
tion to part interest in several other claims. 
Through its control of the Butte-New York 
Copper Co. it also controls other large areas 
in mining districts. 

The two lawsuits which have made 
progress difficult for the company were one 
for damages filed by the Minerals Separa- 
tion Co., claiming infringement of patent in 
the use of an oil flotation process in the 
separation of the minerals, and another 
attacking title to certain ore bodies within 
the exterior boundaries of the Black Rock 
claim belonging to Butte & Superior. In 
the former case all decisions have been 
against the Butte & Superior Co. and heavy 
damages have been assessed against it. In 
the other case, too, all decisions and appeals 
have been decided in favor of the plaintiff 
company and damages in excess of $177,000 
have been entered against Butte & Superior. 
Pending the final settlement of the Minerals 
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Separation case, the court ordered the pay- 
ment to it of all net earnings, thereby pre- 
venting the payment of any dividends on 
the capital stock. 

The net income of the Butte & Superior 
has varied greatly from year to year. In 
1913 net earnings aggregated $941,988, 
while in the succeeding year they increased 
to $1,417,128. A tremendous jump was then 
made, the 1915 earnings being in excess of 
$9,125,000. In 1916 there was a slight de- 
cline from the previous year, but in the 
following year there was a very marked 
decline to $272,911, or only 94 cents a share 
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on the outstanding capital stock. In 1918 
a better showing was made with net earn- 
ings of $618,348, or $2.17 a share on the 
stock. More than $77 a share has been 
earned on Butte & Superior stock since 
1913, out of which a little more than $60 
a share has been paid in dividends. The 
remainder has either been put back into 
the business or is represented in the surplus 
which at the close of last year stood at 
$5,698,654. 

Until legal complications are more fully 
cleared up the average investor will prefer 
to be cautious about committing his money 
to this company’s fortunes. 





THREE LEAD COMPANIES 


St. Joseph Lead 

The St. Joseph Lead Co. was incorporated 
in the next to the last year of the Civil War 
—March 25, 1864. The company owns the 
whole of the $3,000,000 capital stock of the 
Mississippi River & Bonne Terre Railway, 
except directors’ shares. It also owns 49,305 
shares out of a total of 50,000 of the Bonne 
Terre Farming & Cattle Co. The Doe 
Run Lead Co. was formerly controlled by 
the St. Joseph company, but in 1917 this 
concern was dissolved by court decree, the 
physical property being sold by the liquidat- 
ing trustees to the St. Joseph Lead Co. and 
operated by the Rivermines Division of the 
latter company. Besides some 20,000 acres 
of land in the southwestern Missouri lead 
district, the company owns vast power 
plants, mills and smelting facilities. It also 
owns 6,700 acres of ore lands near River- 
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ment of $1,806,000 of first sinking fund 5 
per cent. bonds of its subsidiary, the 
Mississippi River & Bonne Terre Railway, 
which become due October 1, 1931. A sink- 
ing fund is provided for taking care of these 
bonds, however, and there is already more 
than half a million dollars provided for 
their payment. It has outstanding capital 
stock in the amount of $14,094,660, repre- 
senting a part of an authorized issue of 
$20,000,000. The original authorized capi- 
tal was $1,000,000, this being increased by 
$100,000 in 1883. Other increases were 
authorized as follows: to $1,500,000 in 1886; 
to $3,000,000 in 1891 ; to $6,000,000 in 1902, 
and to $20,000,000 in 1906. 

The shares were traded in on the New 
York Curb from 1915 to April of this year, 
when they were listed on the New York 
Stock Exchange. Up to the present for- 
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mines and Doe Run which it purchased 
from the Doe Run Lead Co. at the time 
of liquidation. 

The St. Joseph company’s earnings for 
the year 1918 were not greatly changed as 
compared with five years previous. The 
1918 net income totalled $1,823,184 after 
all charges for interest, depreciation, etc., 
and for 1914 they were $1,547,176. In the 
meantime, however, there had been wide 
fluctuations of income, the net for 1915 
having been $3,489,965 ; for 1916 $4,674,467 ; 
for 1917, $5,610,174. The earnings on the 
stock during the five years ended December 
31, 1918, totalled $12.15 a share. This is 
better than 120 per cent. on the capital 
stock, whose par value is $10 a share, and 
during this same period of time 99% per 
cent. in dividends was paid, including 25 
per cent. paid out of amortization reserve. 

While the St. Joseph Lead Co. has no 
funded debt, it is responsible for the pay- 


ward movement of the stock market fluctua- 
tions in the price quoted for the stock have 
been narrow and not rapid. In 1916 its 
high record of 22 was made, while the low 
figure of 10 was touched in 1918. Since 
listing on the New York Stock Exchange 
it has moved narrowly, the low being 1314 
and the high a little above 17. The company 
has an unbroken dividend record over a 
period of about 34 years. 

Interests close to the management, how- 
ever, are very sanguine now as to the pros- 
pects of the company for the immediate 
future. With a portion, at least, of its labor 
difficulties straightened out, and a return 
of more normal conditions, following the 
signing of the peace treaty, they declare 
that the concern’s prospects are of the best. 
In addition they point to the increased 
prices which it is now receiving for its 
products as further evidence of coming 
prosperity, 








The Petroleum Trail 


It Has Now Reached the State of Washington—Depletion of East- 
ern Oil Fields Intensifies Interest in Probable New Territory 


By E. H. GREENACRE 


covered in the State of Washing- 


eo reports that oil has been dis- 
“Where 


ton, awakens the query 
next ?” 

Washington experienced a “flash-pan” 
oil boom about fifteen years ago, but little 
public attention has been paid to it until 
within the last few months, when it was 
officially admitted that drilling operations 
were being conducted on property held by 
the Milwaukee Land Co., a subsidiary of 
the Chicago, Milwaukee & St. Paul Rail- 
way. 

The “petroleum trail” in the United 
States reaches out from Pennsylvania 
(where the first well was brought in at 
Titusville on ‘August 27, 1859), to the 
adjoining states of West Virginia, Ten- 
nessee, Kentucky, Ohio, Indiana and Illinois. 
The trail apparently breaks between the 
Mississippi and Missouri rivers but reap- 
pears near the western boundary of 
Nebraska and assumes important propor- 
tions in the adjoining states of Wyoming, 
Oklahoma, Texas and Louisiana. Then it 
jumps the mountains in Colorado and the 
desert sands of Arizona to again appear in 
California, which contains one of the 
richest supplies of oil in the world. 

Reports from time to time indicate that 
the intermediate states of New Mexico and 
Colorado also may feather out as real oil 
centers, as prospecting (“wild-catting”) is 
now going on in the former state by the 
Standard Oil and Texas companies, although 
it is considered unlikely that oil in large 
quantities will be found. 

Colorado’s greatest possibilities lie in its 
enormous deposits of oil shale, but the cost 
of producing oil from these quarries for 
market, compared to that of well produc- 
tion, tends to restrict commercial opera- 
tions on any important scale owing to 
present quotations for oil. The fast 
diminishing supply of petroleum in this 
country and the ever growing demands for 
it, however, may force prices higher, which 
naturally would stimulate more aggressive 
development of the shale industry. 

Just as $1 silver and 30 cent copper per- 
mitted non-operating “high cost” mines to 
resume production at a profit, so may 
higher oil prices bring the shale industry 
into more active play in the petroleum 


world—unless a “Jackling” of the oil trade 
appears and shows how oil can be profitably 
extracted from shale at a cost sufficiently 
low to compete seriously with oil-well pro- 
ducers. 

Utah also possesses large shale deposits 
and some oil wells have been brought in, 
but transportation and other operating 
difficulties have acted as a detriment to 
would-be producers who have found easier 
fields to conquer. 

North of Wyoming the “trail” pursues 
somewhat of a shadowy course through 
Montana to Washington and into western 
Canada. Should it prove that these North- 
western states possess petroleunf in com- 
mercial quantities, the discovery would be 
an extremely important one owing to the 
proximity of the fields to the Pacific Coast 
and its seaports. Oil in commercial quan- 
tities has not yet been found in Montana 
and Washington, but the tests that have 
been made do not furnish sufficient evidence 
to condemn these states as oil producers. 
In fact, many well informed geologists and 
petroleum men consider the possibilities of 
developing oil in them, especially Montana, 
as very good. Results of present “wild- 
catting,” therefore, should be of keen in- 
terest to those who follow the course of 
oil development. 

Ten Oil Fields 

The “petroleum trail,” which stretches 
nearly from coast to coast and south to 
the Gulf of Mexico, is divided into ten 
fields, which are described as follows: 

The Appalachian field: Includes all 
areas of oil production in southwestern 
New York, western Pennsylvania, south- 
eastern Ohio, western West Virginia, Ken- 
tucky and Tennessee. 

The Lima-Indiana field: Includes all 
areas of oil production in northwestern 
Ohio and eastern Indiana, as well as a few 
scattered pools of limited extent in the 
western part of the latter state. 

The Iilinois field: Includes the principal 
oil producing area in the southeastern part 
of Illinois and scattered pools in the south- 
central and western parts of the state. 

The Mid-Continent field: Including all 
areas of petroleum production in Kansas 
and Oklahoma, irrespective of the character 
or grade of oil produced. 


784 





THE PETROLEUM TRAIL 


The North Texas field: Includes a num- 
ber of detached pools in Wichita, Clay, 
Shackelford, Palo-Pinto, Navarro and 
Williamson counties in the north and east 
central parts of Texas. 

The Northwest Louisiana field: Includes 
areas of oil production in Caddo, De Soto, 
Sabine and Red River parishes in the north- 
western part of Louisiana, together with 
adjoining portions of Harrison and Marion 
counties, Texas. 

The Gulf field: Includes a large number 
of oil pools associated with salt domes in 
northeastern Texas and southern Louisiana. 

The Colorado, Wyoming and California 
fields: Includes all areas of oil production 
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grade lubricating oil. Another important 
factor is the location of the field in the 
vast consuming centers of the East and 
the relatively small transportation and 
marketing costs. 

The Mid-Continent field contains a num- 
ber of crudes which produce large amounts 
of gasoline, but the lubricating stocks are 
not as valuable as the Appalachian. 

The Southern and Western fields contain 
varying amounts of gasoline and very little 
lubricating stock is produced from these 
grades. The actual percentage of gasoline 
content cannot be accurately stated except 
in a general way. Oklahoma and Wyoming 
crudes produce from 10% to 9o% of gaso- 
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Black Portions Show Sources of United States Oil Supply; Shaded Areas Indicate 
Possible New Supply. 


occurring respectively in the states named. 

In each of these fields a characteristic 
grade of oil is produced, but for commercial 
purposes these fields are subdivided into 
various grades, the Appalachian field in- 
cluding eight grades, the Lima-Indiana field 
four and the other fields are divided into 
various grades in the same manner. 

The oils of the Appalachian field are 
considered the most valuable, as they con- 
tain large percentages of gasoline and also 
of material suitable for making the highest 


line, north Texas crudes from 10% to 40% 
and California crudes from 5% to 20%. 
These percentages compare with from 25% 
to 50% for the Appalachian fields, which, 
however, as a whole, will average a larger 
percentage of gasoline than the crudes pro- 
duced in the other fields mentioned. 
Although the Pennsylvania fields have 
been producing oil for the last fifty years, 
it is estimated that about 85% of the re- 
coverable supply is exhausted. The supply 
of oil in the other states of the Appalachian 
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group also has seen its best days, with the 
possible exception of Kentucky. Hence the 
necessity of developing new fields to keep 
up with the demand, which is constantly 
growing and promises to reach the point 
where the supply may not be fully adequate 
to meet the demands during the next few 
years. 

The Bureau of Mines of the Federal 
Government stated recently, in effect, that 
the country is now facing a serious short- 
age of petroleum. While we have pro- 
duced approximately 57% of the world’s 
output, yet the annual yield automatically 
depletes our national reserve supply in a 
corresponding proportion, which conse- 
quently brings the limit of production that 
much nearer. Possible oil bearing fields 
have become scarcer and the increase in 
competition since the beginning of the war 
in 1914 also are factors of prime im- 
portance. 


Importance of Depletion Rate 


The average investor in oil stocks, 
especially in the new companies, never 
seems to consider that most wells decline in 
prodyction very rapidly, which makes 
necessary constant drilling to maintain 
production. It has been estimated that the 


average decline of flowing wells in the 
Ranger Fields approximates 15% a month, 
the oil being found in lime formation rather 


than sand. The great Cushing Pool of 
Oklahoma, which three years ago provided 
nearly 500,000 barrels per day, now pro- 
duces only about 30,000 barrels. 

One of the most striking illustrations of 

rapid depletion is that of a certain tract in 
the Osage region of Oklahoma, which was 
sold about three years ago by one of the 
largest oil companies of the country to a 
newly formed corporation. At that time 
‘there were thirteen wells on the property 
producing about 13,000 barrels of oil per 
day. At present there are more than one 
hundred wells on the property having a 
total daily production of only 1,300 barrels. 
The necessity for conservation of capital to 
permit continued development is therefore 
obvious. 

None of the above hazards of the busi- 
ness ever appear in the stock prospectuses 
of new oil companies, and the novitiate in- 
vestor is made to think only of so many 
barrels per day at top prices for three 
hundred and sixty-five days in the year ad 
infinitum. They expect that their company 
is going to be a second Texas & Pacific 
Coal & Oil, forgetting that this company 
owned thousands of acres acquired at next 
to nothing, which were found later to cover 
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a great oil pool—that because of its vast 
and well located territory at least half a 
dozen companies have paid to it large 
bonuses for the privilege of drilling its 
acreage on a fifty-fifty basis. 


No Reserve for Depletion 


Few, if any, producing companies ever 
show on their balance sheets any reserve 
for oil depletion, and it would be extremely 
interesting to know what net earnings 
would have been reported by many com- 
panies had they made proper allowance 
for depletion. Oil wells, like mining 
properties, are obviously self-liquidating— 
every barrel of oil or pound of metal re- 
moved correspondingly reduces the amount 
recoverable and consequently reduces the 
value of the property. Hence, the absolute 
necessity of oil producers being continually 
on the lookout for new sources of supply to 
serve as a production reserve against their 
declining wells. 

Until recently, when war demands made 
necessary the acquisition of new production 
at any hazard, the older and larger corpora- 
tions were strongly averse to “wild-catting.” 
They were perfectly willing to let the “little 
fellow” take the chances that they well 
know are hazardous. 

“Wild-catting” is an expensive experi- 
ment in these days of high prices for labor 
and material. In the Ranger Fields of 
Texas, where the greatest oil excitement 
has prevailed for the past year, and about 
which so many stories have been published 
the cost of drilling wells runs from $40,000 
to $100,000 each, depending on their depth 
and the character of earth formation. 
Accidents in drilling operations are fre- 
quent, which, of course, result in added 
costs. 

The chances of success on the part of 
a new company with only moderate work- 
ing capital are somewhat remote, to say 
the least. Should it happen to be the good 
fortune of such a company to strike a 
gusher, it is possible through conservation 
of income and otherwise careful manage- 
ment to build up a real organization 
through acquisition of additional acreage. 

It frequently happens, however, that a 
new company of this kind will begin to 
pay dividends prematurely, with the result 
that it is only a question of a relatively 
short time before it requires more capital 
with which to continue operations. It is 
generally unwise to purchase stock in a 
newly formed oil company that announces 
immediate dividends and, incidentally, small 
companies are not the only ones which have 
made this error in business judgment. 
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Profits in Refinding End 


Notwithstanding that in a majority of 
cases the largest profits are in the refining 
and marketing branches of the oil business, 
the uninitiated are drawn to the new pro- 
ducing companies principally because what 
profits accrue are of quicker realization. 

Regardless of the many difficulties of 
the oil producer there are many companies 
that are and have been operating success- 
fully for years and have arrived at a 
strong financial position. The strongest of 
these, it must be admitted, are those whose 
activities include every branch of the busi- 


ness, namely: producing, transporting, re- 
fining and marketing. 

As a general rule it is not advisable to 
hold indefinitely stock in a producing com- 
pany that does not plan to expand the 
scope of its activities and is in position 
to adequately finance them—unless_ the 
company in question is strong enough to 
assume a dominant position. 

In view of the foregoing an attempt will 
be made in a subsequent article to point out 
some additional factors that may serve to 
assist a prospective investor in exercising 
discrimination in the selection of oil securi- 
ties. 


OIL IN ALASKA 





Apparently the 
only place where 
people are not 
drilling for oil is 
the bottomless 
solid granite of 
the New Hamp- 
shire hills. The 
photograph here- 
with shows 
leached - out pe- 
troleum, some- 
times two feet 
deep, washed up by 
storms along a 
two-mile beach 
front on the 
Seward Peninsula, 
Alaska. The 
ground being 
frozen a number of 
feet down probably 
accounts for the 
fact that the oil es- 





smaller ocean de- 
posits have been 
found at Santa 
Barbara, Cal., and 
also in the Gulf 
on the Texas coast. 

Some drilling 
has been done in 
Alaska, and _ in 
one case an analy- 
sis of sands 70 
feet down showed 
9 of 1 per cent 
oil. Oil and gas 
have been exempt- 
ed by the Gov- 
ernment in mining 
claims since 1909, 
and the proposed 
new leasing act 
exempts Alaska. 
If oil is discov- 
ered in paying 
quantities, it 


: . 
~~ 2 ee OR geen? ee 








capes through the 
the ocean bed. 


Similar  but- 


Zi) 


YO 


Leached-Out Petroleum on Alaskan Beach 


\ i> 


would be readily 
available for Ori- 
ental trade. 


=! 


Use 


LESS, Ks 





Shell Transport & ‘Trading 


A Recent Arrival—Royal Dutch Shell Combination — Vast Extent 
of Interests—Continuous Growth—Market Possibilities 


By W. L. RANDOLPH 


CONOMIC internationalism is. prog- 

E ressing rapidly, although political in- 

ternationalism is finding birth rather 
difficult. 

When Kuhn, Loeb & Co. offered the 
ordinary (common) stock of the Shell 
Transport & Trading Co. to the investing 
public several weeks ago at $69 a share, the 
subscriptions were so heavy that the list was 
closed to further subscriptions in one day; 
indeed, it is stated that subscribers received 
about 13% per cent. of their subscriptions. 

It was once a popular theory that in order 
to sell securities, the properties in which 
funds are to be placed must be before the 
very eyes of the prospective investor. The 
case of Shell Transport and Trading served 
to prove how antiquated this once current 
notion has become. 


Properties 

The Shell Transport & Trading Co., Ltd., 
the largest British oil concern, occupying 
a position similar to that of the Standard 
Oil Co. in this country, was incorporated 
in London, England, in 1897, to take over 
the business of the firm of M. Samuel & Co. 
and other important petroleum organiza- 
tions. Five years later the company, to- 
gether with the Royal Dutch Co. and the de 
Rothschild -(Paris) group, formed the 
Asiatic Petroleum Co. to provide for the 
distribution of the products of the three 
associated groups. 

In 1908 the company amalgamated its 
interests with those of the Royal Dutch Co., 
the combined assets of both the Shell and 
the Royal Dutch being turned over to two 
new companies, the Bataafsche Petroleum 
Co. and the Anglo-Saxon Petroleum Co. 
The former handles the producing and the 
latter the transportation and distributing 
ends of the business. The Shell holds 40 
per cent. of these two concerns, and the 
Royal Dutch 60 per cent. 

This successful and gigantic combination 
has rapidly extended its sphere of activity 
throughout the globe and has acquired in 
addition to its large possessions in the 
Dutch Indies, exclusive or controlling in- 
terests in important oil fields in Roumania, 
Russia, Egypt, Sarawak, the United States, 
Venezuela and Mexico, as well as long term 
contracts for most products of oil fields 
controlled by other interests. 
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In the United States it owns a predomi- 
nating interest in the Roxana Petroleum Co. 
of Oklahoma, with an issued capital of 
$5,000,000, and the Shell Co. of California, 
which has an issued capital of $33,535,575- 
The approximate respective annual pro- 
duction of these companies is 3,500,000 and 
6,750,000 barrels. In 1919, after the close 
of the business year 1918, the company 
bought from Messrs. S. Pearson & Sons the 
control of the Mexican Eagle Oil Co., the 
second largest producer in Mexico. 

“The main purpose of the Shell Co. and 
its associates,” declares Chairman Marcus 
Samuel, in a letter to Messrs. Kuhn, Loeb 
& Co., “has been to acquire throughout the 
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world producing territories and make such 
arrangements as will enable them to meet 
the demands of consumers by local produc- 
tion, if possible, or by furnishing oil from 
the nearest neighboring district. In this 
way their trade has become more and more 
independent of freight and transport ques- 
tions and has benefited the consumer by 
the resulting economies of supply. In 
addition to the vast and comprehensive and 
carefully planned organization of their pro- 
ducing territories, refineries and distribut- 
ing arrangements, the Shell and Royal 
Dutch companies control through their sub- 
sidiary companies a fleet of about 750,000 
tons, built and building, always kept up to 
a high standard of efficiency in every re- 
spect.” 








SHELL TRANSPORT AND TRADING 


The production of the company and its 
affiliated companies in 1918 was in the 
neighborhood of 4,000,000 tons, exclusive 
of Russia. In 1917 the total production was 
5,115,957 tons, of which 1,530,971 was 
Russian. 

Capitalization 

The original capital of the company was 

£1,800,000, against the present capitalization 


of: 
Outstanding. Authorized. 


£12,095,904 £20,000,000 
2,000,000 3,000,000 


The preference shares have a face or 
par value of £10 and are cumulative; they 
have no voting power unless their dividend 
is affected or in arrears. The ordinary 
shares have a par value of £1 each. 
Dividends ranging from 20 to 35 per cent 


Ordinary shares 
5% preference shares. 
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The ordinary shares of the company are 
listed on the London Stock Exchange and 
it will undoubtedly be only a short time 
before the American shares are taken from 
the Curb and placed upon the New York 
Stock Exchange. 


Financial Position 


Only a’ glance at the accompanying 
synopsis of the company’s income account 
since 1910 is necessary to strikingly show 
the steady increase in profits and financial 
strength. Being a holding company the 
major portion of the Shell company’s 
profits are derived from dividends of its 
subsidiaries. Since 1910 the profits appli- 


cable to the ordinary shares have grown 
more than fourfold, while the liberal cash 
dividends have been maintained in spite of 
the large increases in: the capitalization. 





SYNOPSIS OF INCOME ACCOUNT 


Income 
from invest- 


Dividend 


Total Balance for on Carried 


forward 
*£1,136,877 
1,239,032 
450,395 
420,302 
436,795 
344,962 
265,193 


ordinary 
35% 
35 
35 
35 


ordinary 
£2,852,943 
2,538,058 
1,459,099 
1,572,523 
1,519,084 
1,453,816 
1,065,832 


Income 
£2,893,602 
2,678,760 
1,607,047 
1,727,901 
1,657,416 
1,581,190 
1,159,112 


ments, Etc. 
£2,771,903 
2,655,536 
1,613,725 
1,647,234 
1,553,484 
1,506,903 
1,038,215 


591,212 
668,690 


*Subject to provision for excess profits duty. 


642,094 
705,846 


557,664 
643,954 


294,986 
287,322 


NOTE.—At the present rate of exchange £1 equals about $4.35. 





have been paid since 1910. The company 
pays a preliminary dividend in January and 
its final dividend—dependent upon earnings 
—in July thereafter; the dividends paid are 
free from the British Income Tax. The 
company has no funded debt or fixed 
charges whatsoever. 

Shareholders have from time to time been 
granted valuable subscription rights. The 
following issues were made: In 1900, 
200,000 shares at £214 ; 1907, 300,000 shares 
at £114; 1909, 200,000 shares at £214; 1912, 
508,773 shares at £314 ; 1913, 367,964 shares 
at £344; 1917, 915,717 shares at £1; I919, 
4,054,495 shares at £1. It is the estab- 
lished policy of the company to also give 
its stockholders stock bonus and subscription 
rights when conditions warrant, besides the 
regular cash dividends. In 1918 the com- 
pany distributed a stock bonus of 60 
per cent. Holders of shares of the Shell 
company of record June 17, I9I9, were 
offered the right to subscribe at par (£1) 
for one new share for every two held. 


The profit and loss surplus has exhibited a 
correspondingly excellent growth. That the 
company was able to make substantial 
progress during the war period, in the face 
of adverse trade conditions and the re- 
duction in dividends from both the Anglo- 
Saxon and Asiatic Petroleum companies, 
which were injured by losses suffered by 
their fleets, is especially noteworthy; it is 
a splendid tribute to the past and an equally 
fine token of what may be expected in the 
future. The net income for the year ended 
December 31, 1918, showed an increase of 
£118,972 over that of the previous year. 
An appropriation of £41,172 out of the 
year’s profits was transferred to the reserve 
account, bringing it up to around £1,000,000. 
The accounting methods of the combination 
are very conservative. For instance, the 
sums written off since 1907 for depreciation 
by the intermediate companies amounted at 
the end of last year, according to Sir 
Marcus Samuel, Bt., to £12,362,145. This, 
it must be remembered, does not include the 
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amounts provided for by subsidiary com- 
panies, which have their own separate 
balance sheets. The loss of the ships tor- 
pedoed during the war was almost all in- 
sured, outside the company’s own fund, but 
due to the great advance in the price of 
new tonnage, the amounts recovered will 
not equal the replacement value of the craft 
lost. 

Investments outside the business at the 
beginning of the current year amounted to 
no less than £2,764,900, and the total cash 
resources of the associated companies now 
equal fully £24,000,000. The undistributed 
balance available on profit and loss account 
stood at the end of 1918 at £1,136,877, sub- 
ject to excess profits duty. 

However, this sum by no means repre- 
sents the true extent of the company’s 
surplus, for many of the assets as they now 
stand in the books of the company are 
appraised at only a fraction of their worth. 
Furthermore, aside from the Shell com- 
pany’s reserve, the Bataafsche Petroleum 
Co. and the Anglo-Saxon Petroleum Co. 
the number of shares, Shell Transport has 
always at least recovered to the price ob- 
taining before the issuance of additional 
stock. It will be observed that cash divi- 
dends have not been influenced unfavorably 
also have considerable reserves through 
writing down their properties to an ex- 
recognized value. 


The Outlook 


Like Royal Dutch, after an increase in 
ceedingly conservative figure, while the 
shares held by them in the allied and sub- 
sidiary companies are figured in their 
balance sheets at but a portion of their 
by these stock increases. The stock imme- 
diately sold up to around its present price 


Farson, Son & Co., members of the New York 
Stock Exchange, has prepared a special circular on 
the Cadet Hosiery Co., whose stock this firm re- 
cently purchased. 

Ogden H. Freeman has returned from service in 
the United States army in France to his former asso- 
ciation in the bond department of J. M. Byrne & Co., 
members of the New York Stock Exchange. 

The Liberty National Bank has received the ap- 
pointments of registrar of voting trust certificates for 
capital stock of the Textile Banking Company, Inc., 
and of the voting trust certificates for capital stock of 
the Independent Warehouse, Inc. 

Guaranty Trust Company has been appointed trans- 
fer agent of the capital stock of the Guardian Oil 
Company, Inc., and is exchanging outstanding tem- 
porary 6 per cent. consolidated mortgage gold bonds 
of the Bethlehem Steel Corporation for definitive 
bonds bearing coupons due on August 1. 

A. F. Broderick and R. W. McKinnon have been 
elected members of the New York Stock Exchange. 


THE MAGAZINE OF WALL STREET 


of $73 on the outside market; in studying 
the price range it should be borne in mind 
that two English shares are now being 
deposited for one American, and that the 
latter are exchangeable after July 31, 1920, 
into English Shell shares on the basis of 
two English shares for every American. 
Perhaps the first question arising in one’s 
mind in connection with the future of Shell 
Transport & Trading is: “Which is the 
better purchase, Royal Dutch or Shell?” 
We are inclined to believe that Shell offers 
better opportunities. It is true that Royal 
Dutch is more important in point of earn- 
ings—but it is also a fact that Royal Dutch’s 
prospects have already been exploited to 
some extent, and it is, moreover, relatively 
higher capitalized. It is our opinion that 
“Shell,” on the whole, is now in about the 
same position that Royal Dutch was when 
it was introduced to trading in 1916 at $70 
a share by Kuhn, Loeb & Co., the same 
sponsors. ° 
Were the Shell company to capitalize its 
proportion of the assets and earning power 
of the Royal Dutch-Shell combination, it 
would be in a position to increase its capi- 
talization 50 per cent. In fact, may there 


not be a connection between the boundless 
security-absorbing power of this country 


and the introduction of the stock to Ameri- 
can investors at a time when further ex- 
pansion seems in order? 

The yield on the present price 70 (there 
is a spread of about two points between the 
English and American prices), is around 6 
per cent. Although oil stocks are bought 
primarily for their speculative possibilities, 
and not for their dividend returns; this 
fact is noteworthy. As a specvestment, 
Shell Transport & Trading is one of the 
most promising in the oil group. 


L. B. Le Duc has sold his New York Cotton Ex- 
change membership to E. M. Weld for $23,000, a 
decline of $150 from the last previous sale, 

The Columbia Trust Company has been appointed 
transfer agent for the preferred stock of Pierce, 
Butler & Pierce Manufacturing Corporation and for 
the capital stock of the Delatour Beverage Corpora- 
tion. 

Frazier & Co., of Philadelphia, Baltimore and New 
York, announce that George C. Greene will have 
charge of their trading department in the New York 
office, located at 65 Broadway. 

Announcement is made by Charles Wesley & Co., of 
59 Wall St., New York City, that Mack W. Beeks and 
H. M. Saddlemire have been admitted to the firm as 
general partners. 

Frank Warten has been elected assistant treasurer 
of the Allied Packers, Inc. Mr. Warten was for- 
merly associated with the Chicago Savings Bank and 
Trust Company as loan officer, 








STANDARD OIL OF NEW JERSEY 


Some Aspects of the Balance Sheet-—Future Possibilities Pointed Out 


By ALFRED I. HARRINGTON 


HE remarkable feature of the statement 

just published regarding this company, 

and one which will appeal to students of the 

Standard Oil stocks, is the item of valua- 

tion placed on their stocks in other com- 

panies. Following is the statement as of 
December 31, 1918: 


ASSETS. 


Plant and equipment .......... 
Stocks in other Cos 

Gov't. bonds, etc. 

Inventories 

Accounts receivable 


- $249,827,931 
23,009,449 
93,452,369 
160,505,280 
151,320,085 
13,201,851 


Total assets $691,316,969 


LIABILITIES. 


Capital stock 

Accounts payable 

Marine insurance reserve 

Reserve for annuities 

Surplus including reserve for 
working capital 


$98,338,300 
116,816,714 
11,957,228 
492,315 


463,712,409 


Total liabilities $591,316,969 


Deducting reserves and accounts payable 
the book value is here shown as $571 per 
share. 

It is evident that the figure representing 
the value of stocks held in subsidiaries must 
be based on their original cost, as the par 
value today of New Jersey’s holdings in 
direct subsidiaries amounts to over $8l,- 
000,000. 

A very rough analysis throws an illumi- 
nating light on the actual or present mar- 
ket value of these holdings. For instance, 
Imperial Oil has steadily worked up until 
now it is quoted around $440. On this basis 
the present holdings of Imperial alone are 
worth $100,486,000. 

Standard Oil of Louisiana is commonly 
reputed to be worth $100,000,000. Assum- 
ing that this may be somewhat exaggerated, 
it is at least fair to compare this company 
with Standard Oil of Kentucky. In 1913 
when Louisiana last made a public report 
it showed a book value of $124 per share. 
This was on a $5,000,000 capitalization. In 
1917 its capital was increased to $10,000,000 
by a 100% stock dividend. 

S. O. of Kentucky shows a book value 
of $147 per share at the end of 1918 on 
$6,000,000 capital. The earning advantages 
of the Kentucky company as a domestic 
marketing organization are probably more 
than offset by Louisiana’s better position 
— reference to production and export 
trade. 


Assuming, however, that the Louisiana 
company has simply a book value and earn- 
ing capacity equal to Kentucky’s and no 
greater, then it would be fair to suppose 
that the market value of the stock would be 
about the same ratio to the book value and 
dividend yield basis as in the case of 
Kentucky. 

On this basis, even if Louisiana had not 
improved its position since 1913 its value 
if on the market would probably be at least 
$384 per share. If, as is more probable, its 
position is at least equal to that of Ken- 
tucky, then its value would be $455. On this 
latter basis its total capital would be worth 
$45,500,000. 

In a similar way, it may reasonably be as‘ 
sumed that Carter Oil Company stock would 
command at least $350 if on the market. On 
this basis New Jersey’s holdings of Carter 
would be worth $87,500,000. 

Without going into the details of the re- 
maining 20 subsidiaries whose present cap- 
italization is some 23 millions (par value), 
for the sake of conversatism safely assume 
that they are worth at least well over par. 
Deducting the par value of Louisiana, Car- 
ter and Imperial holdings only from their 
real and estimated market value there re- 
mains an increment of $175,648,000 to be 
added to the $81.000,000 representing the 
par value of the entire list of eo 
Total Increment . . .$175,648,000 
Total par 81,000,000 


Present market value ..... . .$256,648,000 
Less book value 23,000,000 


$233,648,000 

This total equals $237 per share. This, 
added to the book value of $571 per share, 
gives a value of $808 per share. This merely 
concludes one step in the approach to a 
rough approximation of the value behind 
this stock. 

In 1918 earnings before Federal taxes 
amounted to 22% on the 463 millions cap- 
ital employed, and after deduction of these 
taxes left 12% on this capital available 
for dividends, or $58 per share. This is the 
smallest net applicable to the stock since 
1914. With an equally profitable employ- 
ment of the additional new capital, after 
pavment of the 7% there will be left about 
$15 per share additional applicable to com- 
mon, thus bringing the earnings of common 
up to $73 per share. 

Ir view of the fact that Imperial Oil has 
already changed the value of its shares to $25 
there seems to be some foundation for hope 
that the rumor of similar action by New Jersey 
is well founded. 
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Am. Type Founders Shuns the Limelight 


A Quiet But Strong and Growing Industrial—Its Record of Earn- 
ings—Capitalization and Asset Values—Common Stock 
Selling Below a Just Valuation 


By JACOB H. 


MERICAN TYPE FOUNDERS has 
never been in the limelight, and in 
fact has been rather neglected by 

investors, but nevertheless its record is such 
as can be matched by few companies. 

The company, incorporated in 1892, is a 
consolidation of the leading typefounders in 
the United States. It owns the entire $1,- 
000,000 common stock of the Barnhart 
Brothers and Spindler Co., which owns one 
of the most valuable type foundries and 
printers’ supplies and printing machinery 
plants in the United States, and guarantees 
dividends on its preferred stock. Jointly 
with this company it owns nearly all of the 
common stock of the National Paper and 
Type Co., an export sales company trans- 
acting business in Mexico, Central and 
South America. In 1918, part of the Key- 
stone Type Foundry and its standard mer- 
chandise were acquired and paid for in 
$800,000 debenture 6s, due 1937, and $400,- 
000 in cash. 

American Type Founders manufactures, 
casts, buys and sells type and printers’ ma- 


SCHMUCKLER 


knowing exactly the gross volume of busi- 
ness, how operating costs have been run- 
ning or how much has been set aside for 
depreciation. 

The net operating earnings for the fiscal 
years ended August 31, 1914, to 1918, inclu- 
sive, and also the number of times the total 
bond interest was earned and the rates 
earned on the preferred and common are 
given in Table I. 

The net income after charges has ad- 
vanced steadily throughout the period, 
despite the fact that interest charges have 
been growing. Gross business has therefore 
been expanding, and the 1918 year was the 
best in the history of the company. Ameri- 
can Type Founders sold a large amount of 
merchandise from stock to various depart- 
ments of the Government and its customers 
include a number of Government, state and 
municipal institutions as well as many 
periodicals and newspapers on the prefer- 
ence list during the war period. There was 
no difficulty therefore in securing coal and 
other necessities for operations. 





TABLE I—Earnings’ Record of American Type Founders 


Net income 
after charges 


Years ended August 31 
$446,271 
404,641 
361,114 
350,448 


Times 
Total Bond 
Int. earned 

4.0 
3.7 
3.4 
3.3 


% earned 
on common 


% earned 
on preferred 
18.8% 
17.0 
15.6 
148 





terial and printing machinery. It has two 
manufacturing plants, one at Jersey City, 
which is the largest of its kind in the world, 
and the other at San Francisco. In addi- 
tion, it has warehouses and branches in the 
leading cities of the United States and 
foreign countries. 


Earnings Very Satisfactory 


As in the case with so many smaller in- 
dustrials, the income accounts of American 
Type Founders are hardly as complete as 
could be desired. Everything before net 
income (which is apparently after charges) 
is a mystery. There is no way therefore of 


Based upon the outstanding capitalization 
as of August 31, 1918, the total bond inter- 
est charges amount to about $150,000 an- 
nually. As the company issued bonds dur- 
ing this period and retired part of them 
through the sinking fund, the actual bond 
interest varied somewhat from this figure. 
In addition there are some notes outstand- 
ing, but the net income as given undoubtedly 
is figured after deducting interest charges 
on these notes. Total interest charges were 
therefore earned more than three times 
over in each of the four years ended 
August 31, 1918, and have been steadily 
increasing in margin of safety. 
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AMERICAN TYPE FOUNDERS SHUNS THE LIMELIGHT 


The rates earned on the preferred stock 
were more than twice the dividend require- 
ments in each of the four years, while those 
earned on the common have shown good 
advances. The common stock has been 
receiving 4% annually in dividends since 
October, 1898, so that the annual disburse- 
ment, while having a rather narrow margin 
in the 1915 and 1916 fiscal years, now has a 
good margin of protection. Since 1909 
about $12 per share of common has been 
plowed back into the property. 


The earnings for the year ended August 
31, 1919, are not yet available, but the pros- 
pects are that they should be even better 
than in the 1918 year. The company looks 
forward to large requirements and has suffi- 
cient stock to care for its needs. 


Asset Values Behind the Stocks 


Both the preferred and common stocks 
are strongly secured as to asset values. The 
net working capital as of August 31, 1918, 
was $3,512,756, making the current assets 
per share of common about $88. The larg- 
est item in current assets was merchandise 
and raw material, which amounted to $2,- 
984,618; accounts receivable, $1,079,122, 
and cash $427,049. Notes payable about off- 
set notes receivable. 

Total tangible assets per share of pre- 
ferred figure up to about $312 and $125 per 
share of common. The assets include an 
item of $205,000 for “miscellaneous assets,” 
whose actual composition cannot be deter- 
mined from the balance sheet. These may 
possibly include some provision for patents, 
trademarks and goodwill, but in the case of 
this company they have a rather large 
value. 


Capitalization 
The salient facts relative to the com- 


pany’s capitalization are summarized in 
Table II. 
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TABLE Il—American Type Founders’ 
Capitalization 
Amount 

outstanding Current 

Issue Aug.31,"18 ‘Price 
Deb. 6s, 1926... $615,000 98-101 
Deb. 6s, 1937... 945,000 94- 98 
Deb. 6s, 1939... 924,000 94. 98 
Preferred ...... 2,360,000 88- 92 
Common 45- 47 


None of the issues have a very wide mar- 
ket, but considering their strong security 
they are all attractive as permanent hold- 
ings for income return. This is, of course, 
especially true of the bond issues and the 
preferred stock. In a more normal market 
the preferred stock should show good mar- 
ket appreciation. At present prices it is 
selling at less than one-third of its asset 
value. 

The company does not pay the normal in- 
come tax at the source on its interest dis- 
bursements, so that it is deducted from inter- 
est. All of the three issues have liberal 
sinking funds, and good portions of them 
will be retired before maturity. This re- 
demption should help the market course of 
the bonds. 

The common stock is a unique bargain 
at current prices. At 45-47 it is selling at 
about half of its current asset value and 
about one-third of its total asset value. It 
has paid dividends at the annual rate of 4% 
since October, 1896, and besides extras 
have been declared in scrip on a number 
of occasions which have helped stock- 
holders to avail themselves of the privilege 
to subscribe to new securities. 

At current prices the stock yields 8.7%, 
which is a very satisfactory return on such 
good security. The stock has the earning 
power and the assets and is entitled to a 
better price. When the market gives more 
heed to intrinsic values the stock will very 
likely sell higher. Both the preferred and 
common stocks are listed on the Cincinnati 
Stock Exchange. 


Yield 


on price 





Union Carbide Makes New Start 


Enormously Successful Corporation Absorbs Allied Indus- 
tries—How Capitalization Was Increased Out of Sur- 
plus—An Estimate of the Possibilities of 
the New Company 
By MAX GOLDSTEIN 


NION Carbide is a stock that has 
always been highly thought of— 
whenever it was thought of at all. 

It is listed on the Chicago Stock Exchange, 
but is rarely ever heard of, and is said to 
be tightly held. It does not seek the lime- 
light of publicity—publishes no earnings 
reports or balance-sheet statements, but 
merely goes on in its own peculiar way, 
making money with freedom and abandon, 
and not telling the world about it. 

The original Union Carbide Co. was 
organized in 1898, primarily to make cal- 
cium carbide out of lime and coke and 
generate some power, mostly from Niagara 
Falls, but also “to manufacture and sell all 
metallurgical, electro-metallurgical, chemi- 
cal and electro-chemical products and com- 
pounds.” Started with a capitalization of 
about $6,000,000, it turned large amounts 


of its surplus into new stock which it dis- 


tributed as dividends. In addition, it dis- 
tributed portions of the stock of the Oxweld 
Service Co., which uses acetylene and 
oxygen gas, both produced by the company 
and its subsidiaries, and also turned out 
quite respectable cash dividends, ranging 
from 6% in 1907 to a steady 8% rate until 
its amalgamation with Union Carbide and 
Carbon in 1917, whereof more later. Be- 
sides, many cash extra dividends of varying 
amounts were paid to stockholders. 

At the same time a large surplus, which 
can only be guessed at because of the com- 
pany’s secretiveness as to its financial af- 
fairs, was piled up. An indication of the 
extent of this surplus is given by the fact 
that in connection with a distribution of 
$8,566,800 of surplus paid to stockholders in 
October, 1916, and January, 1917, an official 


announcement sent out by the company in- . 


formed its stockholders that $6,499,252, or 
75.87%, had been earned prior to Mar. 1, 
1913, and hence was not covered by the 
provision of the income tax law relating to 
profits made after that date. In addition, it 
is said conservatively that the company has 
put aside a surplus of over $6,500,000 during 
the last three years. The fact that so large 
a surplus could have been maintained in 
spite of the liberal dividend payments, both 
in stock and in cash, throws some light on 


the probable earnings of the company, in 
spite of its refusal to give definite figures. 

Financial Strength of Union Carbide 

That the liberal distribution of stock divi- 
dends was not due to a lack of cash is 
shown by the fact that when a new stock 
issue of $5,140,091 was offered to share- 
holders at par in October, 1917, option was 
given to purchasers of paying half of their 
subscription in Liberty Bonds, the rest to 
be paid in cash. 

It is more probable that the company de- 
clared stock dividends in order to reduce its 
percentage of earnings on capitalization so 
as not to make too impressive a showing 
before the excess profits tax-collector, in 
keeping with the policy of modesty and 
humility which is so characteristic of the 
company. 

The capital‘zation of the company grew 
from its original $6,000,000 of 1898 to $39,- 
757,854, its shares having a par value of 
$100. During the height of the war period 
the stock frequently sold as high as $200, 
when the regular dividend basis was 8%. 
This would have been a great overvalua- 
tion if it had not implied that the company 
was expected to split melons in the form 
of cash dividends or stock in large amounts. 

By 1917 the company had acquired the 
Michigan Northern Power Co., which 
guaranteed it a sufficient supply of electric 
power for its operation, also the Electro- 
Metallurgical Co., and had a large interest 
in the Oxweld Co. and the Linde Air Prod- 
ucts Co., thus assuring it substantial control 
of the acetylene welding industry. Its main 
plants are located at Niagara Falls and 
Sault Ste. Marie, Michigan. It has also 
built a plant in Norway for the manufac- 
ture of calcium carbide, which should aid it 
greatly in securing a hold on the foreign 
market, as it will cut out largely the diffi- 
culty and expense of ocean transportation. 

Formation of Union Carbide and Carbon 

In October, 1917, the new corporation 
was formed, out of a combination of Union 
Carbide Co., National Carbon Co., Prest-O- 
Lite Co. and the Linde Air Products Co., 
together with their subsidiaries, to hold 
their securities. This newer concern there- 
fore controls largely the manufacture of 
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UNION CARBIDE MAKES NEW START 


carbons and other electrical supplies, flash- 
lights, automobile accessories connected 
with lighting, and oxygen and nitrogen pro- 
duction according to the Linde basic 
patents. : 

This new corporation has an authorized 
capitalization of 3,000,000 shares of no par 
value, of which 1,984,288 are outstanding. 
The basis of exchange was 214 shares of 
Union Carbide and Carbon for each $100 
par share of Union Carbide; National Car- 
bon Co. share for share; Presto-O-Lite 
stock got two shares for one, and Linde Air 
Products common got 3% shares for one. 
National Carbon Co. and Linde Air Prod- 
ucts preferred did not figure in the ex- 
change. An additional stock issue was 
offered to shareholders of record on De- 
cember 12, 1918, at $40 per share to the 
extent of 20% of their previous holdings. 
Since the market price that year showed a 
high mark of $69 a share and a low of 
$4714, it is evident that the new corporation 
has the somewhat liberal tendencies of the 
older one. 

The same indication is given by the divi- 
dend record, which, starting at $1 quarterly 
on Jan. 2, 1918, was raised in October of 
the same year to $114, at which figure it is 
resting comfortably now. As the market 
quotation at the time of writing was 80— 
8034, it will be seen that extras are not be- 
ing neglected in price calculations for the 
stock. 

Outlook 


The outlook for the corporation seems to 
be of the brightest. That its carbide busi- 
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ness is extremely profitable may be inferred 
from the dividend and surplus statistics 
given above. A new impetus will probably 
be given to this end of the business through 
the production of cyanamide, which can be 
readily made from calcium carbide, and is 
of great value as a fertilizer because of the 
ammonia which it gives off. It is likely 
that some of the German patents bearing on 
this matter were among those turned over 
by the Alien Property Custodian to the 
Chemical Foundation to be used for the 
benefit of American industry. 

Those branches of the Union Carbide and 
Carbon Corporation which deal with auto- 
mobile accessories should have an unusually 
profitable year in 1919, not to look further 
ahead, because of the record prosperity of 
the automobile industry. Products neces- 
sary for acetylene welding should also be 
stimulated by the revival of the steel in- 
dustry and of construction work, and nitro- 
gen compounds, especially nitrates made by 
certain of the air reduction processes, may 
expect a heavy demand both as fertilizers 
and in other industries as soon as the heavy 
surplus stocks held by the Government for 
war purposes are finally disposed of. 

It seems therefore that Union Carbide and 
Carbon, with its conservative and far- 
sighted management, its diversification of 
output, and the various prospects for pros- 
perity for its constituent companies, should 
have a successful future ahead of it. Only 
—except for occasional dividend announce- 
ments—no one, apparently, will ever know 
of it. 





WALL STREET JOTTINGS 


Alfred J. McGrath has resigned as cashier of the 
International Bank and has become associated with 
the foreign department of Imbrie & Co. Mr. Mc- 
Grath has recently returned from service in France, 
where for the past two years he has been on duty as 
Captain Q. M.+C. and Disbursing Quartermaster, 
Financial Division A. E, His record of disbursing 
many millions of Government money has been a 
notable one. Mr. McGrath leaves for abroad in a 
few days, where he will represent the foreign inter- 
ests of Imbrie & Co. 

John W. Frost, for a number of years connected 
with the Title Guarantee & Trust Co., and the Bond 
& Mortgage Guarantee Co., has become associated 
with several of the activities in which A. M. White 
and his associates are interested, with offices at No. 
14 Wall St. Mr. Frost recently received his honor- 
able discharge from the United States Army, in which 
he served as captain with the Twenty-seventh Division 
in France. 

At a meeting of directors of the Pressed Steel Com- 
pany, A. E. Braun, president of the Farmers Deposit 
National Bank of Pittsburg, was elected a director to 
fill the vacancy caused by the death of the late T. H. 
Given. J. H. Beal, of the firm of Reed, Smith, Shaw 
& Beal, of Pittsburg, was elected a director in the 
place of J. H. Reed, resigned, 


E. G. Diefenbach, formerly of the Guarantee Trust 
Company, has become manager of the statistical de- 
partment of Bonbright & Co., Inc. 

At a meeting of the board of directors of the New 
York Title and Mortgage Company, Morgan J. 
O’Brien, Jr., son of Judge O’Brien, was elected a 
member of the board. 

A. A. Housman & Co. have published a circular 
analyzing Pacific Gas and Electric Company. 

Boyd, Halsted & Co., members of the Stock Ex- 
change, have opened an office adjoining their branch 
office at Broadway and Thirty-ninth St., exclusively 
for women customers. 

Wood, Gundy & Co. have issued a circular de- 
scribing Canadian Government and municipal bonds. 

Jones & Thurmond have issued a letter recounting 
detail of growth of the United States Steel Corpora- 
tion. 

At a meeting of the board of directors of the 
American Malt and Grain Company, Russell H. 
Lansdale was elected a director and president of the 
company. The other officers of the company are W. 
Forbes Morgan, vice-president, and W. A. McCarthy, 
secretary and treasurer. 

The seat on the Coffee and Sugar Exchange owned 
by R. H. Davies has been sold to Leon Israel for 
$8,500, which is $100 below the last previous sale. 





Buying on Faith 


By A. C. LAURENCE 


WO weeks ago some observations 
T were made here on the causes and 
effects of small floating supplies. 
Reference was had particularly to a group 
of New York Stock Exchange issues, in 
which spectacular advances had been re- 
corded and it was shown how the excited 
buying of the public had, in the nature of 
things, forced prices up to ridiculously high 
levels regardless of intrinsic values. 

The drastic readjustment which was fore- 
cast in the prices of these issues has already 
come about. The sudden and violent de- 
clines last week affected them more than 
the standard shares and their ticklish posi- 
tion undoubtedly had a good deal to do 
with the semi-panicky situation that de- 
veloped. 

The unwarranted high prices that char- 
acterized the recent period of public specu- 
lation were by no means confined to the 
class of stocks mentioned in the previous 
article. Many new issues were floated at 
a level above their present legitimate 
worth. Their prospects for years ahead 
were capitalized in current quotations. A 


part of this unwarranted inflation has now 
been removed, but it is very probable that 
a further reckoning is to come. 

The star performers on the Curb have 


been the newly introduced stocks. They 
have been issues about which the public 
knew comparatively little. In numbers of 
cases there has been available no financial 
statement or income account of any kind. 
Therefore, as far as the outside public is 
concerned, intelligent judgment of values 
has been virtually impossible. 

Why, then, were such stocks bought so 
eagerly, and how was it possible to put 
them up so high? 

The pell-mell rush on the Curb this sum- 
mer, to buy indiscriminately the securities 
of newly formed companies, illustrated in 
a striking manner the psychology of specu- 
lation. These stocks were bought on tips. 
The public never stopped to ask why or 
wherefore. People were simply bent on 
making a profit—“easy money.” 

In the early stages of the bull movement 
new securities were hard to sell. There- 
fore, they were brought out at attractive 
prices. Their quotations advanced, pro- 
vided they had any merit at all, in response 
to the buoyant market on the Stock Ex- 
change. 

' This was naturally impressive and paved 
the way for newer issues. One security 
after another, from oils and mining to 


motor and tobacco shares, was introduced 
to the Curb. Anything seemed to catch 
the public’s fancy, provided it was new, 
well advertised, and surrounded with mys- 
tery. The inevitable result, as in all pro- 
longed periods of speculative excitement, 
was that the public became more and more 
reckless and the promoters more and more 
bold. 

People bought stocks on the absurdest 
kinds of predictions as to what prices they 
would sell at. New issues were tipped off 
days before trading in them commenced. 
The public was often informed in the 
newspapers of the proposed big market that 
would start on stich and such a day, in such 
and such a stock. 

Frequently the price was named at which 
the stock would open and to which it would 
advance on the first day of trading, and 
sure enough, the stock in question would 
follow that schedule! In many cases of 
that kind the markets were largely fictitious, 
and little of the stock was sold by the pro- 
moters at the opening price. 

But the stage was finally reached where 
the public had enough stock and wanted 
to sell some of it at a profit. The market 
developed into one where the public were 
selling out on each other. Soon there were 
more buyers than sellers, and so prices fell. 

This is what has happened to a number 
of new stocks during the past week. Many 
of the promoters, however, still have stock 
for sale and they will naturally endeavor 
to dispose of it on as favorable a price 
basis as they can. To be successful they 
must support their markets, and they will 
doubtless do so when possible. But let no 
one be misled by the appearance of strength 
in a stock of this class, even though it may 
look cheap by comparison with its recent 
high price. 

In the long run, these new issues must 
find their legitimate investment level, re- 
gardless of temporary enthusiasm. In 
some cases that level may be equal to our- 
rent prices. In some other cases the proper 
level might be close to zero. But the dan- 
gerous feature of the situation is that so 
many buyers have bought without knowing 
or even caring whether these stocks had 
any investment value or not. They bought 
simply because they were told that certain 
issues would go up. Whether such issues 
would hold their advance was seldom looked 
into—which is why “buyers on faith” usual- 
ly experience disappointment as well as 
losses. 
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IMPORTANT DIVIDEND ANNOUNCEMENTS 


To Obtain a Dividend Directly from a Conpany the Stock Must Be Transferred Into 
the Owner's Name Before the Date of the Closing of the Company's Books 
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Financial News and Comment 


Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and 
Mining Digest, contain condensations of the latest news regarding the companies men- 
tioned. The items are not to be considered official unless so stated. Neither THE 
MAGAZINE OF WALL STREET nor the authorities for the various items guarantee 
them, but they are selected with the utmost care, and only from sources which we have 
every reason to believe are accurate and trustworthy. Investment commitments should 
not be made without further corroboration.—Editor. 





RAILROADS 





American Express Shows Losses 

Company, operated by the R. R. Adminis- 
tration under a contract which provides for 
a division of net income while requiring the 
Government to assume the entire net deficit, 
continues to report losses. For the three 
months ended March 31, the company report- 
ed net deficit of $8,496,684, which, added to the 
$9,870,316 for the last six months of 1918, 
makes $18,367,000 deficit for the nine months 
to March 31, 1919. 

The larger monthly deficit in the first three 
months of 1919 is occasioned by wage in- 
creases. If the same rate of loss is main- 
tained in the last three months of the fiscal 
year, the company will show a deficit in the 
first year of operation of $26,863,684. 

While the R. R. Administration will finally 
assume the loss, the financing of the deficit 
falls on the company until the adjustment and 
acceptance of the accounts following the com- 
pletion of the full year. 


Atlantic Coast Line Earnings 

To ef ae gross, 1919, $4,903.597 ; 1918, 
$4,363,773. Net after taxes, 1919, $450,275 : 
1918, +$1, 108,137. Net operating income, 1919, 
$367,455 ; 1918, T$1,108,579. Six months gross, 
1919, $32,858,909 ; 1918, $26,226,235.. Net after 
taxes, 1919, $4,542,428 : 1918, $4,951,434. Net 
operating income, 1919, $4,339,785 ; 1918, $4,- 
755,803. tLoss. 


Boston & Maine Court Actions 


Conrad Crooker, representing minority stock- 
holders of the company, has been given until 
August 14 to file a brief on behalf of his clients 
asking the Supreme Court to review a decree 
of the P. S. Commission approving a plan of 
reorganization. Mr. Crooker asked a post- 
ponement until October. 

B. E. Eames was permitted to file a brief on 
behalf of G. E. Brock, C. G. Brancroft, E. E. 
Foye, E. U. Curtis and "Albert Stratton, holders 
of $450,000 of 6 per cent short-term notes of the 
company, which notes they claim were invali- 
dated by the act authorizing a reorganization 
of Boston & Maine. 

The Massachusetts Supreme Judicial Court 
has withdrawn its recent ruling 1+ the 
Hampden R. R. for its claim of $3,798,000 for 
alleged breach of contract. It is stated thar this 
does not necessarily mean that there will be a 
rehearing of the case or that the ruling against 
the Hampden R. R. will be essentially changed. 


Canadian Northern Bond Sale 

W. A. Read & Co., who recently sold $10,- 
000,000 2% and 5 year 5 per cent collateral 
trust notes of the road, have announced that 
the total of the loan will consist of $5,500,000 
in 2% year notes and $4,500,000 in 5 year notes. 
The 2% year notes are due February 1, 1922, 
and the 5 year notes August 1, 1924. 


Chicago, Milwaukee & St. Paul Traffic 


J. H. Foster, general superintendent of the 
road, is optimistic on tofnage outlook not- 
withstanding bad crop development in the 
Northwest. Lumber traffic from the west coast 
is assuming large proportions. 


Delaware & Hudson Income 
Earnings.—June gross, 1919, $2,875,039; 1918, 
$2,949,859. Net after taxes, 1919, $451,350; 
1918, $360,100. Net operating income, $458,- 
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FINANCIAL NEWS AND COMMENT 


769; 1918, $324,000. Six months gross, 1919, 
$15 938,986 ; 1918, $15,153,911. Net after taxes, 
1919, $557,588 ; 1918, *$845, 705. Net operating 
income, 1919, $425,259; *$9 *$960,474. *Loss. 


D., L. & W. Signs gns Federal Contract 
A compensation contract has been signed by 


the Railroad Administration with the company, 
for $15,749,476. 


Erie Earnings Report 

Earnings.—June gross, 1919, $7,531,199; 
1918, $7,223,978. Net after taxes, 1919, $296,- 
705; 1918 +$3,175,031. Net operating income, 
1919, $579,020; 1918, +$3,030,362. Six months 
gross, 1919, $41,831,624; 1918, $36,088,083. 
Deficit after taxes, 1919, $2,361,231 ; 1918, $5,- 
480,615. Net operating deficit, 1919, $2,446,002 ; 
1918, $4,988,043. tLoss. 


Georgia Coast Railroad Sale Cancelled 


At a hearing held on July 26 before Judge 
Beverly D. Evans in the United States District 
Court at Atlanta to confirm the sale of the 
road, the purchasers, Gordon & Friedman, N. 
Y., were allowed to withdraw their bid. The 
receivers filed an application for a modifica- 
. m of the decree and order of sale and hope 

) free the sale from certain hampering con- 
ditions which they claim have proved a draw- 
back heretofore, the principal one being that 
the purchaser assume the outstanding $32,000 
bonds of an old $600,000 bond issue, together 
with interest accrued. The receivers in their 
petition ask that the next purchaser may buy 
the property free and clear. A hearing on 
the motion was set for August 14, 1919. 


Illinois Central Improvements 

Mayor Thompson has signed the Illinois 
Central electrification and lake front improve- 
ment ordinance, and steps will be taken imme- 
diately to secure the Government permits 
necessary to begin the work. The ordinance 
provides for the spending of $110,000,000 in the 
electrification of Illinois Central tracks, the 
erection of a huge new station and new harbor 
district south of Grant Park. 


Main Central Earnings 

Earnings.—June gross, 1919, $1,439,469; 1918, 
$1,341,404. Deficit after taxes, 1919, $8,999 ; 
1918, $465,776. Net operating deficit, 1919, 
$84,,631; 1918, $539,619. Six months gross, 
1919, $8,156,465; 1918, $7,068,158. Deficit after 
taxes, 1919, $839,316; 1918, $744,616. Net 
operating deficit, 1919, $999,066; 1918, $965,865. 


M. K. & T. Subsidiary Pays Interest 


Receiver Schaff of the company has an- 
nounced that coupons for interest which ma- 
tured February 1, 1919, on the Kansas City & 
Pacific R. R. Co. first mortgage bonds, due 
1990, will be paid upon presentation to J. B. 
larnes, agent for the receiver, 61 Broadway, 
after July 31. 

Earnin s.—June gross, 1919, $5,024,087; 1918, 
$3,733,635. Net after taxes, 1919, $883,628: 
1918, *$1, 397,293. Net operating income, 1919, 
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est. 


Partial Payment Plan 


Small First Payment gives the in- 
vestor the benefits of immediate 
ownership—you receive dividends and 
interest from the first; you can take 
advantage of market rise by selling 
at 5 minutes’ notice by telephone or 
telegraph. 


Likddddddddddddddba 


No speculative issues sold under the 
plan—only high-grade securities, 


Send for booklet 3P. 


Vik ddd dbddddddddbdddddbdddddddddtdddddddddbd 


N 


$730,628 ; 1918, *$1,349,498. Six months gross, 
1919, $27,909,747; 1918, $23,414,063. Net after 
taxes, 1919, $1,230,410; 1918, $325,656. Net 
operating income 1919, $1,051,139; 1918, *$183,- 
819. *Loss. 


Norfolk & Western Earnings 

Earnings.—June gross, 1919, $5,467,401; 1918, 
$6.726.527. Net after taxes, 1919, $713,457; 1918, 
DS Net operating income, 1919, $733,- 
278: 1918. *$818.343. Six months gross, 1919, 
$35,358,796; 1918, $34,969,428. Net after taxes, 
1919, $5,563,150 ; 1918, $4,778,432. Net operating 
income, 1919, $4,733,206 ; 1918, $5,457,770. *Loss. 


Pennsylvania Buys Plate 

Company has bought 2,000 tons of plate for 
car repairs at its own shops. 

In order to insure an adequate supply of 
coal for locomotive fuel the coming winter, 
the company has started to store coal. It is 
reported in coal circles that 500,000 tons will 
be stored at convenient points on the eastern 
end of the system for use on divisions east of 
Harrisburg. 

It is estimated there are 4,000 mines on the 
Pennsylvania system and the fact that Penn- 
sylvania, which carries such a large tonnage 
of coal and is in a better position than many 
roads to commandeer supplies for locomotive 
fuel in an emergency, should start to store coal 
now indicates the management believes it ex- 
pedient to prepare in view of the reports that 
a coal shortage is imminent. 
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Pere Marquette Earnings 

Earnings.—June gross, 1919, $2,843,382; 1918, 
$2,352,141. Net after taxes, 1919, $709,950; 
1918, +$166,409. Net operating income, 1919, 
$640,912; 1918, +$293,441. Six months gross. 
$15,638,076; 1918, $12,193,644. Net after taxes, 
1919, $2,622,771; 1918, $1,308,116. Net operating 
income 1919, $2,206,328; 1918, $527,688. Loss. 


Seaboard Air Line Income 

Earnings.—June gross, 1919, $3,356,090; 1918, 

Net after taxes, 1919, $474,136; 

603. Net operating income, 1919, 

261: 1918, 7$499,450. Six months gross, 

1919, $20,449,364; 1918, $17,437,963. Net after 

taxes, 1919, $1,127,282; 1918, $2,056,276. Net 

operating income, 1919, $1,245,346; 1918, $1,- 
580,874. tLoss 


Texas & Pacific Earnings 

Earnings.—June gross, 1919, $2,907,538; 1918, 
$1,953,960. Net after taxes, 1919, $495,063; 
1918, *$460.278. Net operating income, 1919, 
$491,279; 1918, *$471,056. Six months gross, 
1919, $16.344.972: 1918, $11,649,270. Net after 
taxes, 1919, $1, 321,299 ; 1918, $1,659,310. Net 
pao income, $806,182 ; 1918, $1,446,887. 

oss 


Wabash Income Report 
Farnings.—June gross, 1919, $4,009.783 ; 1918, 
$3 919.636. Net after taxes, $405,808; 1918, 
*$344,730. Net operating income, 1919, $215,- 
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338; 1918, *$596,500. Six months gross, 1919, 
$22,730,851; 1918, $19,860,030. Net after taxes, 
1919, $1, 314,832; 1918, $1,222,047. Net operat- 
ing income, 1919, $144,907 ; 1918, *$425,897. 
*Deficit. 
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Am. Hide & Leather Record Earnings 


Company for the fiscal year June 30 record- 
ed the greatest earnings in its history. 

The increase over the previous year was due 
to record earnings in the last quarter. Earn- 
ings of $1,093,780 after all charges and taxes 
for the quarter ended June 30, equal to $8.40 
a share on the preferred, were a new high 
record. 

Earnings of the last quarter comprised over 
40 per cent of the $2,690,680 surplus for pre- 
ferred earned in the fiscal year. 

The extra dividend declaration of 2 per 
cent on the preferred stock on account of back 
dividends brings total disbursement for the 
fiscal year to 5% per cent. Deferred dividends 
on the preferred now total 114 per cent. There 
is no present plan for readjustment of capital 
to adjust these back dividends, and in view of 
present high earnings further extra payments 
will be made in the present fiscal year and 
preferred holders probably will receive over 
10 per cent for the year to end June 30, 1920 


Amer. Locomotive Orders 

Company has taken orders for 32 engines 
for Cuba, Chile and India. 

During the past few weeks the company has 
closed orders for 55 foreign engines and 38 
domestic. 

Company has closed an order with the Rail- 
road Administration for 25 large engines for 
the Texas & Pacific. Of these, 18 will be 
Santa Fe type, weighing 165 tons each; and 7 
of the Pacific type, weighing 140 tons. 


Am. Sugar Refining Operations 
Company is operating all its: refineries at 
nearly normal, despite the temporary shortage 
of raw sugar as a result of the shipping strike, 
which has caused a gap in deliveries. 


American Steel & Wire Strike 


Company mills at Newburgh are shut down 
by a strike on the industrial railroad, the New- 
burgh & South Shore. Nail factories are 
operating, but will close as the supply of ma- 
terial is being exhausted. Four thousand five 
hundred men are out of work by the strike. 

Demand for reinstatement of a railroad em- 
ploye who refused to take a car into the Cen- 
tral Furnaces where a strike is also in 
progress, is the cause of the trouble. 


AGWI Report Shows Confidence 
President Nicol, of the company, in his an- 
nual report, says that “realizing the book value 
of the ships did not adequately represent the 
replacement value, the best appraiser of marine 
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equipment in this country was employed to 
revalue the ships, and the book value now set 
up reflects this appraisal although the amour.t 
shown is $35 per ton less than the appraiser 
certified the ships could be replaced. 

“During 1918, all our steamship companies 
were under Government control, at con- 
siderable financial loss. 

“The future of the business will be influenced 
by general conditions during reconstruction at 
home and abroad, and directors look forward 
with confidence to the development of the com- 
pany in various directions.” 


Baldwin Finances Foreign Orders 


Verification of the report that the company 
has closed an order for $7,000,000 of loco- 
motives with Poland, held a surprise for equip- 
ment manufacturers in the announcement that 
the company had arranged to finance the pur- 
chase over a period of ten years, accepting an 
issue of ten-year equipment notes from the 
Polish representative who placed the order. 


Barrett Will Not Pay Extra Dividend 


President Childs, of the company, in a let- 
ter to a stockholder, says in part: 

“From January to May we experienced a 
dull and disappointing season, with most of 
our plants operating only part time, and some 
of the mills entirely shut down. Manufactur- 
ing costs were high; wages are still advanc- 
ing, but we attempt to keep our prices in 
line with costs, although competition is 
active in many important lines. 

“The company since May 1, has been enjoying 
an active business, with large sales and all 
plants running at full capacity.” 

It is certain there will be no extra dividends 
of any kind this year. The book value of the 
common stock on July 1 was $130 per share. 


Bethlehem Ship Building Orders 

Orders for two 12,400-ton tank steamers 
have been placed with the Fore River branch 
of the company by the Standard Transporta- 
tion Co., a subsidiary of the Standard Oil Co. 
Orders for two similar ships were placed at 
the same plant several weeks ago. Each of 
these ships will require 4,200 tons of plates and 
shapes. 


Endicott Johnson Orders Increase 

Incoming orders of the company show large 
increases over 1918, and earnings are at the 
rate of $25 per share per annum on the com- 
mon stock. The company has more business 
than it can handle, and is now projecting fur- 
ther plant expansion. 

At present the corporation tans 90 per cent 
of all the leather it uses, and with prospective 
expansion in tanning capacity it will be making 
all of its requirements. 


Fisher Body 6% Notes Sold 
The Bankers’ Trust Co. and the Guaranty 
Trust Co. announce that the recent offering of 
$5,000,000 6 per cent serial notes of the com- 
pany dated August 1, 1919, and due from 
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August 1, 1921 to 1925, offered at from 96% to 
991%, have all been sold 


General Cigar Co. Earnings 

Company for the six months ended June 30, 
1919, reports net earnings, after taxes and 
charges, of $1,262,761, equal after preferred 
dividends, to $6 a share on the $18,104,000 
common stock. 

The income account for the six months 
ended June 30, 1919, follows: Gross, $3,620,950. 
Expenses and taxes, $2,244,967. Net, $1,375,- 
983. Other income, $50,463. Total net, $1,- 
426,446. Interest on loans, $163,685. Surplus, 
$1,262,761. 


I. M. M. to Resume Service 


President Franklin, of the company has 
gone to Europe to establish larger offices in 
Paris and arrange for resumption of Red Star 
service between Antwerp and New York. The 
White Star Line service between New York, 
Southampton and Cherbourg will be resumed 
August 14 


Maxwell Pfd. Retirement 

The “Journal of Commerce,” N. Y., August 
5, 1919, stated that stockholders of the com- 
pany, at a meeting September 4, will pass 
upon resolutions adopted by the directors that 
funds held by the Central Union Trust Co., 
of New York, as trustee, under the agreement 
dated January 2, 1913, between the motor 
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company and the trust company’s predecessor, 
the Central Trust Co. of N. Y., be applied to 
the purchase at not above par of shares of the 
first preferred stock of the company for re- 
tirement, the amount of the first preferred 
stock to be decreased accordingly. 


Nat’l Conduit Strike Settled 

The five weeks’ strike in progress at the 
plant of the company at Hastings has been 
settled by Col. Regan, of the Board of Medi- 
ation, and Village President T. J. Goodwin. 

Instead of the increase of 13 cents an hour 
demanded the men- will receive 3 cents, with 
a promise of more later if they speed up pro- 
duction. 


Nova Scotia Steel Coaling Purchase 


President McDougall, of the company, has 
announced the completion of a large trans- 
action with the British Ministry of Shipping 
under which his company has acquired the 
large coaling facilities formerly controlled by 
them. 

The transaction involves several million dol- 
lars and includes the sale of the coaling towers, 
bunkers and coal supplies at Halifax and 
Montreal, with equipment taken over by the 
Government during the war. 


Owens Bottle Issue Oversubscribed 

Of the recent offerings te common holders 
of $3,000,000 of new preferred stock $3,500,000 
was applied for without formal effort to get 
in bids. The proceeds of this sale went mainly 
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to pay for the new plants at Glassburo, N. J., 
and Charleston, W. Va. 

Company has taken steps to become more 
directly a manufacturer in its own right. It 
is learned from an authoritative source that 
this new policy may soon result in a formal 
absorption of the Illinois Glass Co. 


Pierce-Arrow New Officers 

Col. Charles Clifton has been elected chair- 
man of the board of the company, and John C. 
Jay, Jr., has been elected president. 

The election of John C. Jay, Jr., a partner 
of General George Goethals, to the presidency 
of the company was regarded as a move to put 
life into a company which has had tough sled- 
ding this year due to the fact it was loaded up 
with army orders which were cancelled sud- 
denly January 1. 


Saxon to Pay Part of Debt 
Officials of the corporation state a payment 
of 20 per cent on the company’s indebtedness, 
with interest, will be made August 1. In view 
of this payment, the reorganization plan, re- 
cently proposed, will probably be modified. 


Sears-Roebuck Sales 


Company reports sales for July and the 
seven months, with comparisons: 

July, 1919, $17,998,908; 1918, $13,251,026. 
zoren, meat, 1919, $122,059,811; 1918, $101,- 


Sloss-Sheffield Output Increase 


_With the improvement in the southern iron 
market, the company is increasing its rate of 
production. Orders were given recently to 
blow in a third blast furnace, bringing oper- 
ations to 50 per cent capacity. 

Notwithstanding that Sloss’s operations de- 
creased to one-third of capacity in the second 
quarter of 1919, earnings for the first half were 
about $3.75 a share on the common stock, after 
taxes, interest, and preferred dividends. 


Stromberg Carburetor New Issue 
Stockholders of the company have author- 
ized the issuance of 25,000 additional shares of 
Stock of no par. This brings the number of 
shares of stock to 75,000 shares. 
At a later date, shareholders may subscribe 
for the new stock at $45 a share, at one share 
of new stock for each two shares held. 


Stutz to Offer New Stock 

A special meeting of the company will be 
held to increase the capital stock of the cor- 
poration by the issue of of 25,000 shares of nx 
par. The 25,000 shares will be sold at $100 : 
share. Shareholders will be allowed to sub- 
scribe to the new stock, all of which will be 
underwritten by a syndicate headed by Allen 
A. Ryan. 


Transue & Williams Making Car Parts 

In addition to being the largest manufacturer 
of metal castings in the country the company 
is working at capacity making automobile 
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parts. From a well-informed source it was 
learned that the dividend rate will probably be 
increased to 6 per cent at the next directors’ 
meeting. 

Earnings for six months to June 30: Net 
earnings after taxes and depreciation, 1919, 
$388,153; 1918, $284,709. Earnings per share, 
1919, $3.88; 1918, $2.84. 


Underwood Strike Settled 
Company, which closed its doors July 22, 
after 800 of its 4,100 employes had walked out 
on strike, has reopened. Manager Rice granted 
at the time of the shut-down a 10 per cent in- 
crease in pay and bonuses, and added 10 per 
cent provided workers return at .once. 


United Cigar New Lease 
Company has leased the Henderson restau- 
rant properties at Coney Island for a number 
of years, The consideration runs into millions 
of dollars. 


United Fruit Profits 

In the ten months ending July 31, the com- 
pany earned operating profits of $26,000,000, 
or in excess of the total of $24,830,000 in the 
year ended September 30, 1918. 

With two months to come, there is a fair 
pessibility of the company’s making $30,000,000 
for the full year. 

The company should earn for the year final 
net of between $35 and $38 a share. 

With these earnings and the strong financial 
position—cash in hand is $15,000,000—it is 
simply a question of time when shareholders 
are favored with extras. Nothing in this direc- 
tion will be done, however, until the general 
industrial and financial situations are clearer. 


U. S. Steel Earnings 


Earnings for the six months ended June 30, 
as compiled from the corporation’s quarterly 
reports, compare as follows: Earnings, 1919, 
$67,844,685; 1918, $119,518815. Dep. & s. f., 
1919, $21,646,150; 1918, $18,669,515. Net in- 
crease, 1919, $46,198,535; 1918, $100,849,300. 
Interest and premium U. S. bonds, 1919, $10,- 
750.232; 1918, $10,983,873. Balance, 1919, $35,- 
448,303; 1918, $89,865,427. Balance, 1919, $35,- 
448,303 ; 1918, $89,865,427. Preferred dividends, 
1919, $12,609,838; 1918, $12,609,838. Common 
dividends, 1919, $12,707,562; 1918, $43,205,712. 
Surp., 1919, $10,130,903; 1918, $34,049,877. 

A prominent director of the corporation 
said after the quarterly earnings statement had 
been made that the $34,331,301 represents real 
earnings and that it does not include adjust- 
ments over the payment of taxes. He said the 
earnings were very satisfactory to the direc- 
tors and that from indications the worst period 
of the year was over. 


White Motor May Increase Capital 
It is said the company purposes to increase 
its stock from $20,000,000 to $30,000,000, due 
to expanding business. Although the com- 
pany recently increased its capital from $16,- 
000,000 to $20,000,000, business is piling up at 
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a rate that indicates $5,000,000 more may be 
required before spring. A committee of the 
board has been appointed to report on a further 
issue, 

Virginia-Carolina Prosperity 

By handling a gross business of $136,000,000, 
the company in the year to May 31, 1919, as- 
sumed rank as one of the major industrials of 
the country. Under the Morgan management 
the company has increased its volume of busi- 
ness 167 per cent in seven years, 

The period since the war began has realized 
great prosperity for the company. Surplus 
earnings for the five years equal $68 a share 
of common. Current profits of the company 
hold out promise for a continuation of extra 
dividends. 

The company at May 31, 1919, had working 
capital of $36,124,739, or $3,000,000 more than 
a year ago. 

Deducting the par of the $16,000,000 out- 
standing bonds from the working capital leaves 
$20,000,000 of net quick assets, or $100 a share 
for the outstanding preferred stock. For the 
first time the company presents a balance 
sheet showing par for the preferred in net 
quick assets after taking out the bonds. 

Indications point to another prosperous sea- 
son for the company. 


Westinghouse Electric Activity 

The giant works of this company at East 
Pittsburgh, which include meter works and 
the machine company, Westinghouse Airbrake 
at Wilmerding, Union Switch & Signal Co. at 
Swissvale and Trafford City Foundry Co. all 
showed increased activities during the past 
few weeks, which augurs well for the future, 
officials state. 


PUBLIC UTILITIES 








Amer. Light & Traction Earnings 


During May and June, labor troubles in a 
plant of a subsidiary of the company caused ad- 
ditional expense of over $200,000, which is re- 
flected in the quarter ended June 30, 1919. 

The statement of earnings for the twelve 
months ended June 30, just issued, compares: 

Earnings on stocks of sub., 1919, $3,417,867; 
1918, $4,795,366. Miscellaneous earnings, 1919, 
$793,530; 1918, $924.649. Total gross, 1919, 
$4,211,398; 1918, $5,226,705. Net after exp., 
1919, $3,971,717; 1918, $4,911,062. Surplus and 
reserve, 1919, $12,634,795; 1918, $11,907,183. 
Total surplus earnings, 1919, $16,606,513; 1918, 
$16,818,205. Dividends, 1919, $5,455,817; 1918, 
$5,026,017. Surplus balance June 30, 1919, $11,- 
150,696; 1918, $11,792,188. 


A. T. & T. Strong Financial Condition 

With the end of Government wire control, 
the company returns to private ownership in 
stronger financial condition than at any time in 
its history. 


Boston Elevated 10-Cent Fares 


“Financial America,” July 27, 1919, stated 
that according to figures made public by the 
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company, only 590,000 pasengers were carried 
on July 24, while on July 24, 1918, with 5-cent 
fare 789,000 passengers were carried. Receipts 
from fares were $78,900 compared with $48,900 
on July 24, 1918. 


B. R. T. Held Up by Strike 

At the time of writing the B. R. T. system 
is practically held up by a strike of about 8,000 
employees following Receiver Garrison’s re- 
fusal to accede to their demands. 

Receiver Garrison, of the B. R. T. system, in 
replying to the demands of the union presented 
to him, flatly refused to submit to any of the 
conditions imposed. These demands were rec- 
ognition of the union, an increase of pay, and 
shortening of hours of B. R. T. employees. 

Because of the failure of the company to 
pay the interest due on April 1, on $7,000,000 
of its 5 per cent gold mortgage bonds, the 
Equitable Trust Co. has instituted a fore- 
closure suit in the Federal Court. The suit 
is directed at the company, Receiver Garrison, 
and others having prior claims against the com- 


pany. 


Central Power Increases Capital 
A certificate of increase in the stock of the 
company, Chicago, from $1,750,000 to $3,000,000 
has been filed at Dover, Del. 


Chicago Tel. New Director 
N. C. Kingsbury has been elected a director 
and member of the executive committee of the 
company, succeeding U. N. Bethell, resigned. 


I. R. T. Denies Overcapitalization 

Company, in a letter to Mayor Hylan, denied 
his charge the company was over-capitalized 
and said the question of capital had no bearing 
on increased fare. The company said it 
asked higher rate to make the subway self- 
supporting, thus strengthening the city’s credit 
and relieving city from tax burden necessary 
to pay interest on money borrowed for subway 
construction. 


International Ry. to Pay Interest 

On presentation to the Bankers’ Trust Co., 
16 Wall street and 501 Fifth Avenue, New 
York city, all interest coupons due May 1, 1919, 
on the refunding and improvement 5 per cent 
gold mortgage bonds with interest thereon up 
‘2 july 29 will be paid on or after July 29, 

19. 


Minneapolis Street Ry. Proposed New 
Franchise 

Outstanding features of a proposed franchise 
for the company, part of the Twin City Tran- 
sit Co.’s system, submitted to the City Council, 
and to go before the voters of the city, are: 
Centralization of the control of service, addi- 
tions to capital, and improvements in the City 
Council which is to appoint a street railway 
supervisor; a grant to employees to bargain 
collectively, creation of a reserve fund for 
stabilizing fares, which, under a cost-of-service 


franchise, may be increased or decreased; a rate and the 
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minimum annual return to the company of 
7 per cent on an agreed valuation of $24,000,- 
; Provision for purchase of the company 
property by the city, fixing the fares at five 
cents when the franchise goes into effect. 
The present franchise expires in 1923. The 
new franchise is for 25 vears. 


Mo. & Kan. Interurban to Refund 


The Kansas P. U. Commission on July 
11, 1919, authorized this company known 
as the “Strang Line” to refund its outstand- 
ing 5% bonds amounting to about $600,- 
000 by the issuance of $500,000 First Mort- 
gage 6s, all of which will be used to take 
up the outstanding bonds, and of $300,000 
of Second Mortgage bonds, part of which 
will be used to take up the 5% bonds and 
the remainder to secure notes. This re- 
financing is being done to provide the com- 
pany with about $150,000 new money for 
rehabilitation and improvement. 


Pacific Gas & Electric Earnings 

For the period of twelve months ended 
April 30, 1919, compared with the twelve 
months ended April 30, 1918,: Increase in 
total, gross, $3,775,745; increase in total, 
net, $1,453,880. 

For the period of four months ended 
April 30, 1919, compared with the four 
months ended April 30, 1918: Increase in 
gross, $1,459,000; increase in net, $587,000. 

At this rate of increase for the year 1919, 
assuming no more fortunate circumstances 
arise, the increase in net should be around 
$1,500,000. With the peak of high prices 
undoubtedly having been-seen for some 
years, it may be safely assumed that a large 
part of gross will be passed over to net 
earnings, all of which counts toward the 
showing for the common stockholders. The 
probability of adding largely to net from 
any increases in gross arises from the fact 
that it does not cost much more to collect 
the larger gross in the general course of 
business. 


Pittsburg Rys. Fare Raise Upheld 

Judge Troxler has handed down an opin- 
ion ruling that a fare-fixing clause in an 
electric railway franchise cannot block a 
justifiable increase in rates. The ruling was 
made on the appeal of the borough of Wil- 
kinsburg in its contest of the 1918 fare in- 
crease by the company from 5 cents, 5% and 
6 cents. Wilkinsburg franchises include a 
5-cent fare clause. ; 

As a protest against the increased fare 
of 10 cents put into effect by the company, 
thousands of Pittsburghers “hiked” to work. 


P. S. Electric Co. War Surcharge Abolished 

Over 10,000 customers of the company 
will be benefited by a decision of the P. U. 
Commission abrogating the war surcharge 
of 25% on all bills as applicable to custom- 
ers supplied under the uniform retail power 
elevator rate effective Sept. 1. 
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The surcharge will continue in force as 
to the rates for wholesale power, which the 
commission found are lower than for other 
classes of service and are less than the rates 
in other Eastern areas. 

The conclusions of the board were based 
on the fact that the war surcharge had pro- 
duced a revenue in excess of that expected 
when the company presented its applica- 
tion. 


P. S. Ry. New Zone Rates 

Trolley fares by mile zones, with 3-cent 
charge for the first mile and 2-cent rate for 
every mile thereafter, will be paid on Sept. 
14 by passengers on every line of the com- 
pany system in New Jersey, with three 
minor exceptions. The P. U. Commission 
authorized this installation for an indefinite 
period, results to be reported to the com- 
mission monthly so modifications can be 
made if advisable. 


Republic Light & Heat Asks Increase 

The company which owns the franchise 
of Alden-Batavia Natural Gas Co., has ap- 
plied to the P. S. Commission to increase 
the rate at Batavia, N. Y., from 35 to 75 
cents a 1,000 ft. for natural gas, stating that 
the natural gas supply is failing, that reve- 
nues are decreasing and that expenditures 
of large sums are necessary to pay the op- 
erating expenses. 

Hearings will be granted by the commis- 
sion before any action is taken. 


Southern Bell T. & T. Wants War Rates 

The company, seeking to keep the special 
war-time rates in effect until Dec. 1, 1920, 
has filed with the Georgia R. R. Commission a 
petition, declaring the government has lost 
money in operating the system, and there 
is little prospects that private ownership 
will show a profit for some time. 

A return to the old rates says the com- 
pany, would result in serious loss and im- 
pairment of service. The commission has 
fixed Aug. 5 for a public hearing. 


Third Ave. Ry. Earnings 
Earnings.—June gross, 1919, $1,003,511; 
1918, $870,855. Net after tax, 1919, $222,477; 
1918, $135,353. Surplus after charges, $15,- 
809; *$91,059. Twelve months gross, $10,363,- 
983; $10,234,988. Net after tax, $1,828,073. 
Deficit after charges, $665,813; $456,503 
*Deficit. 


Toledo Rys. & Light Ouster Blocked 

Petitions signed by more than 12,000 voters 
have been filed with the City Clerk demanding 
a referendum on the ouster ordinance, which 
was to become operative by August 1. The 
filing of these petitions automatically sus- 
pends operation of the ouster ordinance until 
the voters have an opporturity to pass upon it 
at the November elections. 

The P. U. Commission announced the valu- 
ation placed upon the hot-water heating plant 
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of the company. This valuation is to be used 
in determining hot water rates in Toledo next 
The commission placed the reproduc- 
tive value at $1,050,621; depreciation at $251,- 


winter. 


852 and present value at $798,768. 
Twin City Rapid Transit Earnings 


Earnings.—June gross, 1919, $924,854; 1918, 
662. 


"Six 
months gross, $5,342,000; $5,152,328. Surplus 
after chg., $1,515,642; $1,332,082. Surplus after 


$808,431. Net earnings, $311,524; 
Surplus after chg., $152,929; $110,050. 


chg. and tax, $565,414; $384,002 


United Gas & Electric Earnings 


Earnings of subsidiary companies for June 
and 12 months ended June 30, compare: June 
gross, 1919, $1,546,616; 1918, $1,324,867. Net 
after taxes, $378,076; $374,764. Surplus after 

oss, 
,217,- 
624; $5,152,328. Surplus after chg., $1,399,641; 


chg., $124,305 ; $106,629. Twelve months 
$17,865,724; $16,400,135. Net after tax, 


$1,442,743. 


Western Union Bonus for Employees 


S/>. 
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Company announces a bonus of 10 per cent 
for all employees. The extra pay will be given 


at the end of three months from the an- 


nouncement, and at the end of the following 
five months, the entire amount to be paid in 


that time. 


The Indiana P. S. Commission denied the 


petition of the company for permission to con- 
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tinue in effect the 20 per cent increase in rates 
collected under Government control, The order 
means the company on its business in Indiana 
must charge the old rate. 

The commission also stated that the tele- 
phone rates and charges authorized and col- 
lected under government control will be re- 
viewed by the State body in the next four 
months. 
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Atlantic Ref. May Increase Capital 


Two special meetings of the stockholders 
have been called for Monday, October 6, 1919, 
at the Piiladelphia offices of the company, to 
act on the creation of $20,000,000 preferred 
stock and $45,000,000 additional common stock, 
each of a par valte of $100. 

Subject to the enabling action of the share- 
holders, rights will be given to holders of the 
common stock of the corporation to subscribe, 
on or before Nov. 1, 1919, for an amount of 
cumulative 7 per cent non-voting preferred 
stock equal. to four times their holdings of 
common stdck, as registered on the books of 
the company. on October 16, 1919. 


Bigheart Brings in New Wells 


Pres. Gray wires from Bigheart as follows: 
“Well two, section 10, shot July 30, has been 
flowing at over 1,000 barrels in 24 hours.” 


When writing advertisers, please say, “I saw it in The Magazine of Wall Street.” 


Another well in section 10 will be sho: 
within a week. The company is now bringing 
in four wells every 30 days. 


Chickasaw Refining Earnings 


Net earnings of this company, without de- 
duction for depreciation ‘and taxes for six 
months ended March 31, 1919, were at the 
average monthly rate of $47,729. This is equal 
to 44 per cent annually on the outstanding com- 
mon stock after paying the preferred dividend 

The entire amount of outstanding preferred 
stock is to be retired within three years from 
date of issue, thus giving the common stock a 
most attractive outlook for future profit. 


Cities Service Dividend Increase 


Henry L. Doherty & Co. announce the 
monthly distribution to be made on Cities 
Service Co.-Bankers Shares September 1, 1919, 
to Bankers Shares of record August 15, 1919, 
will be 49.1 cents a share. This compares with 
42.6 cents a share made August 1. 


Houston Oil New Well 


Company's No. 20 well, in the Dolbear tract 
at Hull, Texas, owned jointly with the Re- 
public Production Co., is one of the biggest 
wells completed in the South Texas fields in 
months. Its initial flow was 4,000 barrels, and 
it is now making 5,000 barrels “pinched down.” 
This well is said to be capable of 10,000 barrels 
a day if allowed to flow unrestrictedly. 


Invincible Oil Drilling Operations 


Cochrane, Harper & Co. have received fol- 
lowing concerning operations of the company 
in the Ranger fields: “Wright No. 1 is flowing 
400 barrels from top sand and increasing. Im- 
possible to drill to main sand now on account 
of gas pressure.” The company is now drill- 
ing in its Ferguson McChord No. 1 well, and 
should get a report on this in the next few 
days. Twenty wells are under way and loca- 
tions are being made for ten more. 


Mexican Petroleum New Plant 


Company has completed negotiations with 
the city of Baltimore for property at Wagner’s 
Point, comprising 90 acres, to be used for a 
new oil refinery. 


Middle States Oil Dividends 


Middle States Oil Corporation has declared 
a regular monthly cash dividend of one per 
cent, payable September 1, to stockholders of 
record August 20, 1919, also a stock apportion- 
ment of 10 per cent to all stockholders of rec- 
ord August 20, stock to be delivered Septem- 
ber 1, 1919. 


Oklahoma’s New Well Increases 


The No. 1 Ingram well, brought in jointly 
by the company and the Pennok Oil Co. on 
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july 27, with an initial flow of 1,000 barrels a 
day, is now making over 2,000 barrels daily. 


Pierce Oil New Issue 


Stockholders on July 28 voted to increase 
the maximum capital stock from Se 000,000 
to $68,000,000 by the issuance of $15,000,000 
new 8 per cent cumulative preferred stock, par 
value $100, and $20,000,000 Class “B” common 
stock (non-voting), par value $25. 


Sapulpa Improves Refinery 


Company, Okla., will improve its oil refinery 
at a cost of $1,000,000 for machinery and addi- 
tional buildings. ° 


Sinclair Consolidated Oil of N. Y. to Raise 
New Capital 


Upon completion of plans for merging the 
properties of the Sinclair Oil and Refining 
Corp. and the Sinclair Gulf Corp. into the Sin- 
clair Consolidated Oil Corp., of New York, the 
new company will raise between $50,000,000 and 
$100,000,000 to expand its business in the East 
and promote its foreign trade operations. The 
expected financing will be through the issuance 
of stock, as it is the intention of the manage- 
ment to begin operations with no funded debt. 

Expenditures immediately contemplated are 
for the doubling of the capacity of three ex- 
isting refineries and the construction of three 
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new refineries on the Atlantic Coast. The lat- 
ter work will necessitate the building of addi- 
tional ships and the laying of more pipe lines. 

The next step in the merger of the Sinclair 
properties will be an offer to the stockholders 
of the Sinclair Oil and Refining Corp. and of 
the Sinclair Gulf Corp. to exchange their hold- 
ings for the shares of the new holding com- 
pany. This will be on a share-for-share basis. 
The new company has an authorized capital 
of 5,000,000 shares. 


Sinclair Gulf New Well 


Corporation has brought a 1,200 barrel well 
in the western edge of the Ranger Pool. 

The balance sheet of the company, as of 
December 31, 1918, compares: 

Assets.—Real estate, etc., 1918, *$54,693,590; 
1919, $49,877,244. Invested in subsidiary com- 
panies, 1918, $1,207,459; 1919, $598,618. Cash, 
1918, $831,412; 1919, $2,269,351. Sundry debts, 
1918, $191,192. Notes and accounts rec., 1918, 
$1,497,315; 1919, $1,764,326. Invent, 1918, 
$1,804,814; 1919, $1,211,425. a | bonds, 
1918, $125,500. Def. assets, 1918, $1,254,354; 
1919, $142,621. Total, 1918, $61,605,635; 1919, 
$56,154,585. 

Liabilities —Capital stock, 1918, t$40,611,288; 
1919, $39,550,366. Funded debt, 1918, $9,426,- 
500; 1919, $10,675,727. Notes payable, 1918, 
$645,690; 1919, $204,524. Accounts payable, 
1918, $1,100,750; 1919, $634,092. Accd. tax and 
in., 1918, $726,483; 1919, $824,344. Def'd liabil- 
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ities, 1918, $16,049; 1919, $186,994. Due minor- 
ity stock, 1919, $307,500. Reserves, 1918, $6,- 
655,913; 1919, $2,677,761; surplus, 1918, 
422,963 ; 1919, ‘$1 ,093,287. ‘Total, 1918, $61, 605,- 
635 ; 1919, $56,154,585. 

*Includes oil and gas wells, and equipment, 
pipe lines, refineries, terminals, tank cars, 
steamships, etc, 

741,202 shares of no par. 


S. O. of N. J. Not to Pay Damages 
Company, owner of the American steamship 
O. B. Jennings, was relieved by an Admiralty 
Court at London of responsibility for $5,000,- 
000 damages asked by owners of the British 
tank steamship War Knight, lost off the British 
coast in 1918. The owners of the War Knight 
charged negligence by the O. B. Jennings. 
The vessels, laden with oil, came into colli- 
sion at night. 


Texas & Pacific Ranger Drilling 

The well being drilled on the company’s land 
in the Ranger field encountered signs of oil 
and gas at 2,700 feet. The well is not yet 
completed. 

Aside from possibilities, earnings continue 
to show increases. Gross returns in May from 
the Ranger Station alone totaled $840,000, an 
enormous increase over May, 1918. Gross re- 
turns from five stations in the Ranger district 
amounted to $1,300,000 in May, an increase of 

1,100,000 over May, 1918. 


Texas Co.’s New Wells 


Texas Company’s No, 1 Arnold in Young 
county found a pay sand close to 4,640 feet, 
and the boiler was moved back early in the 
week preparatory to making a test. The 
same company’s No. 1 Graham in Young 
county found an oil sand close to 4,000 feet 
which has been flowing around 50 barrels a 
day for about two months. The well was 
drilled deeper, but has been shut down and 
will be plugged below the sand, so it can be 
fully developed. If the Arnold well proves a 
good producer it will be the deepest oil well in 
Texas. 

Texas Company has brought in a 720 barrel 
well on the Oakes lease in Claiborne parish, 
Louisiana, Glassell & Merron sold this land 
and about forty acres around it for $1,200 per 
acre two weeks ago. Today it is worth about 


$4,000 an acre. 
White Eagle Brings in New Well 


The Osage county well of the company has 
come in and is making 250 barrels per day. 


MINING NOTES 














Atlantic Smelting’s New Plant 
Company, Brooklyn, is planning erection of 
a smelting and refining plant near the Newark 
Transfer, Newark, where the company owns 
six acres. It is said the plant will be one of 

the largest of its kind in the country. 
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Anaconda Production Increases 
Company produced 11,120,000 pounds of 
copper in July, 1919, compared with 10,530,000 
pounds in June. 


Butte & Superior Damages 
Company interests believe that damages to 
be adjudged in the accounting proceedings 
covering their use of Minerals Separation’s 
flotation process will not exceed $1,500,000. 


Interstate-Callahan New Plant 

Recent tests have shown that the installa- 
tion of the company’s new oil flotation plant 
for handling silver-lead ores will result in a 
much greater recovery than heretofore. The 
tests have shown a recovery of double the 
former output on the same tonnage treated, 
with a slight increase in treatment cost. 

Based on present metal prices, it is estimated 
the additional income from this new source 
will be $1,000,000 annually, equivalent to $3 
a share. With zinc at 8 cents, the management 
anticipates additional net earnings of another 
$1,000,000 on the normal yearly output of 50,- 
000,000 pounds of zinc. 

Company announced that its Idaho mill, 
closed since February, 1919, will be reopened 
August 10, and operations will be continued at 
near capacity. 


Granby Output Shows Rise 
Company produced 2,637,184 pounds of cop- 
per in June, 1919, compared with 1,848,803 
pounds in May, and 1,334,396 pounds in April. 


Kerr Lake to Cut Capitalization 

Company stockholders at their special meet- 
ing have adopted a by-law to decrease the 
capitalization from $3,000,000, or 600,000 shares 
of $5 par, to $2,400,000, or 600,000 shares of $4 
par. 

Before this can be effected it must be ap- 
proved by the Lieutenant-Governor and Coun- 
cil of Ontario, as the company is a Canadian 
corporation. 

After its approval, directors may make the 
proposed capital distribution of $1 a share to 
stockholders. 


Miami’s July Output Decreases 
Company produced 4,113,452 pounds of cop- 
per in July, 1919, against 4,385,865 pounds in 
June. 


New Jersey Zinc Income Declines 

Report of the company for the quarter ended 
June 30, 1919, shows net income after charges 
and taxes of $1,491,337, equivalent to $4.26 a 
share on the $35,000,000 stock, compared with 
$6.20 a share for the preceding quarter and 
$10.56 a share for the same quarter of 1918 

The income account for the quarter ended 
June 30, 1919, compares: 

Total income, 1919, *$1,971,337; 1918, $5,- 
342,644. Interest and res., 1919, $115,000; 
1918, $115,000. Federal taxes, 1919, $365,000; 
1918, $1,530,000. Net income, 1919, $1,491,337; 
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1918, $3,697,644. Dividends, 1919, $1,400,000; 
1918, $2,800,000. Surplus, 1919, $91,337; 1918, 
$897,644. 


’ 
_*After ordinary taxes, maintenance, depre- 
ciation, etc. 


Nipissing Cobalt Mines Shut Down 

The entire Cobalt silver camp of Canada has 
been shut down for a week, due to efforts of 
the Federation of Miners to unionize the 
miners and smeltermen. 

One of the largest sources of silver produc- 
tion in the world has thus ceased to function, 
but it has had no effect on the price of the 
metal. 

The mine managers have no objection to 
their men forming unions, but they do object 
to such a foreign element as the Western Fed- 
eration with headquarters in Denver attempt- 
ing to tell them how to operate their properties. 

Nipissing, Kerr Lake and La Rose comprise 
the Cobalt concerns in which Americans have 
an important interest. 


Phelps-Dodge Output Rises 


Company produced 9,755.075 pounds of cop- 
per in July, against 8,415,335 pounds in June. 


Pond Creek May Distribute Extras 
Company officials look for their company 
to share to a large extent in the prosperity of 
the coal industry and increased disbursements 
_* the shareholders are already being talked 
about. 
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Amer. Iron & Steel New Plant 


It is reported that as a result of the recent 
purchase of 3,000 shares of the company by 
Peabody, Houghteling & Co., of Boston and 
Chicago, the deferred plans of that company 
for the construction of a large iron and steel 
plant at Texas City, will be carried out. 
Financing of the project was under way when 
the war began. The company owns valuable 
iron ore beds in the northeastern part of Texas 


American Malt & Grain Prospects 


Russell H. Landale, just elected president, 
outlines the prospects of the company as fol- 
lows: 

“In view of the great demand for export 
malt, with its steadily increasing use in brew- 
ing beers of an alcoholic content of under % 
per cent under formula prepared by some of 
the foremost chemists in this country, the five 
plants of the company are in full operation and 
from indications will hereafter run to full 
capacity, over 8,000,000 bushels per annum. 

“Whether the courts finally determine that 
beers can contain over % per cent alcoholic 
content does not affect the maltster. In any 
event more malt will be required, to the bene- 
fit of the consumer and maltster.” 


Ames Holdén McCready Report 


The annual report said, in part: 

“The surplus account now amounts to $830,- 
729. Sales for the year were $6,229,274, com- 
pared with $4,879,259 for the previous year 
an increase of 27.67 per cent. Selling prices of 
leather footwear were increased gradually 
throughout the year, accounting for 15 per 
cent of the increased value of sales. Included 
in these sales is $658,702 to the Catiddian Gov- 
ernment. 

“Total current assets are $2,908,868, while 
total current liabilities are $568,527, making 
a net working capital of $2,340,341.” 

The contract for the erection of a factory at 
Kitchener, Ont., for: the company, has been 
given at $1,000,000. 


Bethlehem Motors New Director 


At a meeting of the corporation J. F. Far- 
rell, treasurer and director of the Sinclair Oil 
Corp., was elected a director. The company 
reports big business and plants running to a 
full capacity. 


Cramp Shipbuilding Statement 


Directors of the company have sent the fol- 
lowing to stockholders: 

“As inquiries have been received as to what 
relation we hold to the American Ship & Com- 
merce Corp., directors state: 

“The stock cf the company is deposited 
under a voting trust expiring July 1, 1923; 

“The board and the voting trustees believe 
it to the best interest of the company the pres- 
ent management be continued; 

“No corporate action is contemplated by the 
Cramp Co. 

“There is no obligation on the part of any 
Cramp shareholder to exchange his shares. 

“The business of the company is very satis- 
factory.” 


Dafoe—Eustice Earnings 


According to a statement issued by Presi- 
dent Bert M. Eustice, of the Dafoe-Eustice Co., 
the gross business. last year from products 
other than the Limousettes was over $1,500,- 
000, and a conservative estimate of the net 
earnings for the fiscal year ending May 31, 
1920, is $435,000, which is equal to over $4 per 
share on the entire capital stock. The company 
has no preferred stock, mortgage or bonded 
indebtedness. 


Dodge Bros. Buy New Site 


It is reported in Detroit that the company 
has purchased 278 acres of land at $7,500 an 
acre, or $2,085,000 for the site, on which blast 
furnaces and a steel rolling mill will be erected. 


Fisk Rubber Asks for Listing 


Company had applied to the N. Y. Stock Ex- 
change to list $5,891,000 second preferred 7 per 
cent cumulative convertible stock and $16,764,- 
000 common st 
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Ford to Make 900,000 Cars in 1920 


A conference will be held in Pittsburg 
shortly between steel men and representatives 
of motor companies who want to protect them- 
selves on steel needs for expected record pro- 
duction of cars in 1920. The Ford Co. ex- 
pects to raise production to 900,000 cars and 
trucks. 


Goodyear Tire New Stock 
Company has made a record by placing 
the $6,000,000 of its preferred stock in its 
new Los Angeles factory in less than a 
week. An offering of stock in the Pacific 
Cotton Mill Co. through which Goodyear 
will make its development, will be made. 
The new enterprise will be capitalized at 
$6,000,000, $3,000,000 of preferred and $3,- 
000, common. Of this, $2,000,000 prefer- 
red and $1,000,000 common will be issued at 
once. The preferred will be sold to local 
investors: the $1,000,000 of common is pur- 
chased for cash at par by the Goodyear Tire 
and Rubber Co., and the proceeds of the 
entire $3,000,000 sale will be used for the 
building and operation of the plant. 


Groton Iron Works Valuation 

Receivers for the company, New London, 
deny the assets will be sold to satisfy claims 
of creditors. Appraisement of property or- 
dered by court is said to place its value 
at $3,780,000, not including stock on hand 
as of March 10, 1919. Valuation made by 
company was $13,000,000. 


Hupp Swamped With Orders 

The annual report of the corporation, for 
the year ended June 30, 1919, is expected 
shortly, and will show substantial progress. 
The company is reported far behind on its 
orders, and its subsidiary, the American 
Gear & Mfg. Co., is doing a record business 
in the manufacture of axles, gears, and 
other car equipment. 


Indian Packing Asks Listing 
Miller & Co. announce that they have sold 
425,000 shares of stock of the company. Ap- 
plication will be made to list these shares 
on the N. Y. Stock Exchange. 


AND COMMENT 813 


Merck Pfd. Stock Offered 


Goldman, Sachs & Co. and Lehman Bros. 
are offering $3,500,000 eight per cent. cumu- 
lative pref. stock of the company at $101.50 
a share and dividends. Sales of the com- 
pany, manufacturing chemists, were $4,200,- 
000 in 1914; 1918, $8,024,000. Capitalization 
of the company is $3,500,000 preferred, par 
$100, and 40,000 shares common of no par. 
The preferred is redeemable at option of 
directors at $115 a share. 

Following an order of the Alien Property 
Custodian 38,000 shares of the 40,000 shares 
of common stock of the company will be 
deposited under a trust agreement to con- 
tinue its American character. 


Remington Arms to Sell War Plant 


The company, the largest war plant in 
the U. S., is for sale. The plant consists 
of 13 units of 5 stories each. 

At one time it gave employment to 25,- 
000 persons. 

The company will retain its original plant 
at Bridgeport, covering many acres, and 
will return to peace-time production. 


Savage Arms Earnings 


Corporation for the three months ended 
June 30, 1919, reports net earnings after taxes, 
of $443,611, equivalent after preferred dividends 
to $5.52 a share on the $7,958,000 common 
stock, compared with $10.64 a share in the pre- 
ceding quarter and $5.17 a share in the June, 
1918, quarter. 

Report of the corporation, for the June 
quarter, reveals it is still using earnings to re- 
duce outstanding capital stock. Common 
stock now in the hands of the public is $7,748,- 
000, against $7,958,000 at December 31, 1918. 

The company is now in a period of read- 
justment, so that earnings for the last half of 
the year will not be as satisfactory as those of 
the first six months. Its Utica plant, however, 
has good business in sporting rifles, etc.; while 
its Sharon plant, which manufactures auto- 
mobile parts, etc., should do a good business 
due to the prosperity in the automobile in- 
dustry. 





MARKET STATISTICS 


N. Y. Times pay ones Avgs. 


40 Bonds 


N. Y. Times 
—50 Stocks— 
High Low 
92.11 91.21 
91.71 90.14 
91.05 89.55 
90.27 88.67 
89.46 88.22 


88.15 84.73 
85.29 82.91 
86.57 84.22 
86.59 82.82 
84.18 81.27 
85.33 83.99 


20 Rails 
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88.75 
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86.50 
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83.22 
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NEW ISSUE 


$1,000,000 


Class “A” Stock 


Ajax Oil Company 


Capital Stock Authorized and Outstanding (including this issue) Class “A” $1,500,000 
Class “B” $3,000,000. Par Value $10.00. Full Paid and Non-Assessable. 


Transfer Agents: Security Transfer & Registrar Company, New York 





From a letter received from C. B. Sowell, President of AJAX OIL COMPANY, we 
summarize as follows: 

The Company is producing approximately 1,000 barrels of high-grade oil 
daily, posted price of which is $2.25 per barrel. Six wells are now being drilled 
on leases owned by the Company, and in which they have an interest. These 
leases are in proven territory and the majority of the wells are nearing completion. 

Based on present production, estimated earnings are about $2,250 per day, 
or approximately $67,500 per month. This is equivalent to four times dividend 
requirements on the Class “‘A”’ Stock. 

Dividends: Class “A” Stock will receive dividends at the rate of 12% per 
annum, payable monthly on the 15th of each month to stockholders of record on 
the 5th of the current month. An initial dividend will be declared payable 
September 15. 

The properties of the AJAX OIL COMPANY are located in the heart of the 
proven northwest extension of the Burkburnett pool together with well selected 
leases in the Ranger district and other counties in Texas and Oklahoma. 

The Company intends to start drilling additional wells immediately on its 
proven acreage in the Burkburnett field and in Ranger field. 

The Company has no bonds or mortgages. The Class “A” Stock is pre- 
ferred as to assets and dividends. 


The legal details relating to the formation of this Company and the issuance of the 
stock will be passed upon by Hon. Geo. S. Clay, New York City, and Messrs. Brooks 
and Worsham, Dallas, Texas. 





Subscriptions received, subject to allotment, at $10.00 per share 


FARSON, SON & COMPANY 


Members New York Stock Exchange 


115 BROADWAY NEW YORK, N. Y. 





The statements contained herein are based upon information which we consider entirely trustworthy. 
While we do not guarantee the information we believe it to be correct. 
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